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NATLONAL POLICY AND ISSUES 


LDEAS OFFERED ON MODERNIZING ECONOMIC STRUCTURE 
Beijing CONGREN RIBAO in Chinese 23 Jul 80 p 1, 2 


[Article by Lu Yao [7120 6674]: “Start Out From the Practical To Explore 
the Chinese Way to Modernization") 


[Text] Our nation's economy is at a great turning point now, After 
10 years of upheaval and after sore than 3 years of hard work by the 
people of the entire nation, our nation's economy which had been sabotaged 
by Lin Biao and the “gang of four" and which had been near collapse has 
already begun to revive. Especially since the Third Plenary Session of 
the llth Party Central Committee, as che work emphasise shifted, the Party 
Central Committee established the policy to readjust, restructure, 
consolidate, and improve based om the spirit of seeking the truth from 
facts. Implementation of this policy has brought about even sore obvious 
results in the revival and development of our nation's economy. Yet the 
task facing us ie very difficult and complicated, and we have many sore 
things to do: We must be firm in the policy of readjustment. We must 
restructure the economic system, We must implement of liberalize the 
party's economic policy, We must establish long-term plans for economic 
development, In such a big country as China, how the four modei nizations 
can be realized is a question at present that is being studied and 
explored by the economists and the theorists, and it is a question that 
the people of the entire nation are concerned about and thinking about, 
Everyone is exerting efforts to seek a road to modernization that suits 
China's actualities, All people of the nation hope that our nation's 
economy can develop persistently and stably over a long period, and they 
hope to achieve the greatest economic results with the minimum of invest- 
ment and minimum amount of labor. Wavering and going back and forth must 
not continue, They hope that losses and accumulation in the hundreds of 
million yuan created by mistakes in policy will never happen again. For 
this, we must seek truth from facts, conscientiously summarize the expe- 
rience and lessons in economic work of the past 30 years, We must 
continuously study the new situations and new problems that emerge fros 
our work, liberate ideology, think, propose various kinde of different 
opinions and different plans, engage in discussion, analysis and comparison, 
@ and find the road to modernization that suits our nation's unique 
characteristics. 











(1) 


Looking back at the course of development of our nation's economy over 

the past 30 years, a fundamental experience and leseon has been the failur 
to persist along the principle of the ideological line of materialies 
seeking truths from facte and to alwaye start out from pragmatien. 

Comrade Mao Zedong said in 1957: When we do things and when we consider 
problems, we must start out from the fact that our nation has 600 million 
people. This point must never be forgotten. But sometimes, we violated 
this principle and the national economy was hindered. After our nation's 
people began the new long march, the leading comrades of the Party Central 
Committee quickly proposed the question concerning the Chinese way to 
moljernization, We are carrying out the four modernizations, and it must 
start out from the actual situation in our nation, China's conditions 
and possible questions to be taken into consideration must be used as the 
starting point and the basis before the best choice can be made, Then, 
what is the actual situation in our nation? We have carried out economic 
construction for 30 years. Can we say that we have thoroughly grasped 
every effort? It is difficult to say, 


For eaample, everyone says frequently that our nation is a big nation, 

Our nation has 960 square kilometers of territory, a population of over 
900 million, and of course it is a big nation. Some small nations that 
modernize can only afford to carry out one or two projects. We can do it 
completely. We can concentrate the forces to carry out rather huge 
projects. But a big nation also has its problems. Our nation's territory 
is wide, the level of productivity is not high, economic development is 
extremely imbalanced, and thus modernization cannot be overly centralized 
and all at once. In the past, there were plans to divide the nation into 
six large regions according to administrative regions, but they seemed 
impractical, In the system of economic management, efforts circled around 
the question of concentration or dispersion over the past 30 years. Too 
much concentration was counter balanced by dispersion and over dispersion 
was counter balanced by more concentration, thus going around in circles 
without grasping the key, Also, losses were great each time efforts were 
exerted to concentrate or disperse the economy. As a big nation, an 
economic system that is independent and relatively complete must be 
established, But later development demanded that every province and even 
every county had to establish a complete economic system. This digressed 
from the actual situation. Now it seems that the advantages must be 
developed and the shortcomings must be avoided to dewelop the superiority 
of each region, and within the entire nation, mutua) communication should 
be established between the haves and the have nots, At the same time, the 
authority of the enterprises should be expanded and basic level work should 
be intensified. 


Our nation is a big nation and also a nation with a weak foundation, 

After Liberation, our nation's economic construction achieved great results, 
We established an independent and relatively complete industrial system and 
a national economic system, Many new industrial departments developed. A 





large group of new industrial bases and a series of departments of new 
aciences and technologies were built. but our nation at present ie etill 
not rich and strong, Annual national per capita income average only over 
U.8.$200, The national income the etate can collect and concentrate for 
use is also very limited, The long-term sabotage by Lin Biao and the 
“gang of four" has caused us to suffer great loss, Our own mistakes in 
work including the mistakes made during the great leap forward and the 
Cultural Revolution are also a reason that has caused the persistent 
poverty today. After smashing the “gang of four," our line of economic 
development has been correct, but there are still overly enthusiastic 
demands. That is because we have not fully understood the weakness of 
our nation's foundation and the degree of severity of the destruction of 
the economy during the 10 years of upheavale, and we did not measure our 
own strength when acting, 


Our nation is a nation with very rich resources, and our manpower resources 
and natural resources are also rich, But it must aleo be realized that 
even though the natural resources are rich, our nation hae a large popula- 
tion, When we consider the per capita average, then the resources are not 
that plentiful. Of course, there are still a lot of natural resources in 
our nation that have not been discovered, But the still unexplored 
resources cannot be used as the basis for establishing plans for economic 
development, Even those resources that have already been explored must be 
exploited, and time is needed, Also the possibility must be taken into 
consideration that some construction projecte will be out of reach for our 
nation's resources and financial abilities. 


The development of various regions of our nation is very uneven. It is 
uneven economically and culturally. The development in any nation is 
uneven, but the uneven development in our nation is more outstanding. 

The levels of development of the advanced regions and the backward regions 
differ even by several cen’ ‘es, Therefore we gust self consciously 
recognize this imbalance, © some economic policies, things cannot be 
done in one thrust. Some regions should be allowed to become rich first. 
This is an objective necessity, not a question of subjectively allowing 
or not allowing such development. To insist on a balanced development 
throughout the nation and to insist on such a balance will not achieve the 
goal of balanced development and will further slow down economic development. 


Our nation is also a country where commercial economy is very under- 
developed. Because our nation has transformed itself from a semi-colonial 
territory to a semi-feudal society and then towards socialism via democratic 
revolution, it basically has not gone through the stage of capitalism, 
therefore division of labor in society is not developed and the influence 
of natural economy is more profound. For example, the population in our 
nation's farm villages constitutes over 80 percent of the total population. 
Farm village economies are mostly self sufficient economies, and the 
proportion of commercial products is very low. Coordination of specializa- 
tion among industrial departments is also not developed. Exactly because 
the economy of commercial products is not developed, and in addition to the 
traditional concepts of feudalism that have lasted for several thousand 
years, the habit and trend of small-scale production are deeply rooted, 
their influence is vast. This is reflected in our system and work. 
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Whether the actual situation in our nation generaily speaking is as 
described above we are still not completely clear and continued etudy ie 
needed, 


(II) 


What are the questions that require our exploration and attention according 
to the actual situation in our nation and based on a summary of 30 years 
of experience and lessons? 


First, we must find a rational rate of accumulation and a stable rate of 
growth 


For a long time, we have suffered enough in seeking a high rate of 
accumulation, high speed and lofty goals in economic work, Some comrades 
always hope that our nation's socialist construction can be carried out 
faster. This kind of subjective wish is good, but how the rate of 
accumulation should be and at how fast a speed are not determined by our 
subjective wish but are determined by objective actuality. 


Viewing the history of the past 30 years of our nation, our rate of 
accumulation averaged 24,2 percent during the First Five-Year Plan. 

During this period, the state carried out 156 key projects of industrial 
construction. The economy also developed rapidly. The standard of living 
of the people also rose remarkably. During the Second Five-Year Plan, the 
annual average rate of accumulation reached 30,8 percent, and fluctuations 
were great, During the first 3 years it reached above 33 percent, but 
during the last 2 years it had to drop. During the 5 years, increases in 
production were small, The standard of living of the people did not rise, 
but fell, During the period of adjustment from 1963 to 1965, the rate of 
accumulation dropped to 22.7 percent, Production revived and development 
was relatively fast. The standard of living of the people showed definite 
improvement, During the Third and Fourth Five-Year Plans, i.e., during 
the period of the Cultural Revolution, the rate of accumulation continued 
for many years at above 30 percent because of the implementation of the 
extreme leftist line of Lin Biao and the “gang of four." Each individual 
year showed a rise of over 40 percent, but the speed of economic develop- 
ment was not fast and the standard of living of the people scarcely 
improved. After the “gang of four’ collapsed, the party and the state did 
pay attention to improving the livelihood of the people, but because the 
rate of accumulation was still very high, a serious imbalance in the 
proportion of each department of the national economy resulted, The 
growth in production was only close to or slightly higher than that during 
the First Five-Year Plan. These situations in which there is a high rate 
of accumulation does not necessarily mean a fast development in producttion. 
Conversely, when the accumulation is not very high, the speed of economic 
development is fast. 


Why is it that when the rate of accumulation is overly high the rate of 
development of production is slow? The reasons are many, The major reason 
is that an overly high rate of accumulation squeezes the consumption of the 
masses of people and deters the enthusiasm of the masses. In addition, when 


4 














the rate of accumulation is overly high, the scale of basic construction 
is too large, the balance between materiale and capital cannot be assured, 
the construction cycle of new enterprises is delayed, the needed normal 
ratio of economic development is disturbed, This not only hinders a good 
realization of the expansion of reproduction but aleo frequently creates 
serious waste. 


After summarizing the 30 years of experience and lessons, some comrades 
proposed to stabilize the rate of accumulation at 25 percent under normal 
conditions. It seems that this level is rather appropriate. But bringing 
down the rate of accumulation has to run its course. 


The history of the past 30 years also shows that blindly seeking high 
speed and lofty goals necessarily creates big fluctuations in the economy 
and losses are great. This is because pursuing lofty goals regardless of 
actual conditions will necessarily involve shoving tasks down to the 
lower echelons and applying pressure for creating high production values, 
forcing everyone to exert physical strength, use facilities and equipment, 
eat up savings and reserves, see only what is in front and disregard the 
future, Preparation and logistic support for production are not carried 
out. Or else, all efforts are spent seeking higher values of production 
and disregarding quality and variety, or engaging in fraud and formalisn. 
As a result. advances seemed to have been made on the surface but finally 
they will drop down, In this way, each digression and return wastes a 
lot of time and the losses are too great. Recuperation from the great 
leap forward in 1958 was still not complete even in 1966, This was a 
very vivid experience and lesson of many years. 


Therefore, we not only hope for a stable political situation but also 
hope for a relatively stable economic situation, which requires a stable 
rate of growth. We had rather have a slower growth than digressions. It 
is impossible to draw up plans that are absolutely accurate. There are 
many factors that cannot be estimated. Therefore, leeway must be allowed. 
Maximum calculations cannot be allowed, Facts prove that leaving gaps is 
an unacceptable way. When slow growth is discovered in actual work, 
catching up is possible. In this way, the losses are smaller. Everyone 
will be happy when a five-year plan is completed in 4 years. 


How fast the rate of our economic growth should suitably be has to be 
calculated, and it may also be discussed, Even if our economic growth is 
only 5 percent a year, it is not low in the world. In general, there must 
be a stable rate of growth so that the people of the entire nation and the 
party know where it stands and everyon> knows how work is to be arranged. 
Basic construction will not fluctuate between highs and lows. Everyone 
can spend a lot of energy on improving work. Reformation of the economic 
system can also be considered on this basis. 


Second, the people's livelihood must improve year after year 


In the past year, economists and theorists discussed the question regarding 
the purpose of socialist production. Many comrades have expressed very 
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good opinions. The purpose of socialist production is to satisfy to the 
greatest extent the ever increasing material and cultural needs of the 
people and masses. Development of production and improvement of livelihood 
should be unified, and the purpose and the means should be unified. But, 
in this respect, in the past we have had some problems whether theoretical 
or practical, that have not yet been solved, such as the relationship 
between accumulation and consumption, the relationship between "bones" 

and meat," etc. Some people do not admit the existence of the problem of 
“production for the sake of production," But in actual work this has not 
been completedly solved. Therefore .t is beneficial to discuss it calmly. 


Undoubtedly, the people's livelihood can be improved only on the basis of 
developing production. It is impractical and impossible to talk about 
improving people's livelihood separately from development of production. 
But, we must insist that while developing production, the people's liveli- 
hood should improve year after year. When we draw up plane, there must be 
a planned goal for growth in production and also planned goals for growth 
in the standard of living, and efforts should be made to realize them on 
an overall basis. The people and masses must be made to experience 
personally and see the uniformity of the benefits of the state, the benefits 
of the collective and the benefits of the individual, thus mobilizing the 
enthusiasm to do preduction work well. 


In the relationship between production and consumption, some comrades 
frequently emphasize production and neglect consumption. Theoretically 
speaking, reproduction in society requires resources for production as well 
as resources for living that can sustain *he labor force for reproduction. 
If reproduction is expanded, more resources for production must be added 
and more resources for living must be added in a similar fashion. Only in 
this way can the labor force and resources for production be united to 
realize actual production. But some comrades only know that consumption 

of resources for production is called production but regard consumption by 
the laborers as a "livelihood problem" that seemingly is unrelated to 
production. Actually, laborers must consume a definite amount of material 
resources for reproducing their own labor force. This is an important 
condition necessary for social reproduction. During the course of social 
reproduction, consumption of resources for production and spending of labor 
force are not differentiated as to which is first and which is last, which 
is more important and which is less important. We also say often that 
production determines consumption. This shows that in the total process of 
social reproduction, of the links among production, distribution, market 
flow and consumption, the one that exerts the decisive function is produc- 
tion. But we often neglect another reason. That is, consumption can also 
actively react upon production. First, the final completion of products 

is consumption. A product, when it is not consumed due to various causes, 
is still not an actual product. Only when consumption is realized will the 
entire process of reproduction be finally complete, and a new production 
process can begin again. Second, the elevation in the level of consumption 
can create new needs of production, and thus stimulate development of 
production. Therefore Marx had a famous saying: "Without production, there 
is no consumption, but without consumption, there is also no production, 
because if this is so, production will have no purpose." 
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In the past, we owed a lot to the people's livelihood. At present, the 
nation's material resources and financial resources are limited. After 
smashing the "gang of four," the state has exerted its greatest efferts in 
improving the livelihood of the people and the masses. There are still 
some problems regarding livelihood that can only be solved gradually. 
Demands must not be overly high and overly ewift. We must extol endurance 
of hardships and the pioneering spirit. First, our party members, cadres 
and especially high ranking cadres must take the lead. We must oppose 
privileged treatment, and we must stop all kinds of waste. If our actual 
situation is told to the broad people and masses, if party members and 
cadres take the lead to struggle and endure hardships, if blind digressions 
are not continued in economic work, if blind commands are not continued, if 
the people's livelihood can be improved year after year on the basis of 
developing production, then the masses will further strengthen their faith 
in our endeavors. Even though some livelihood problems cannot be solved 
immediately, they will understand. 


Third, in the ownership of resources f— »:o‘uction, many forms should be 
used, “doing things in one thrust" mus" not be carried out 


The ownership of resources for produc: > .» the heart of the Marxist 
school of politic.1 economics. Whether it is implement.. well or not 
greatly affects the production of the society. In the past, we have 
confronted many difficulties in production and they were all related to 

the overly swift change in the system of ownership. The many problems that 
exist in our economy today are all rocted in common in the problem of 
ownership. Some comrades say the true nature of economic reform is the 
adjustment of the ownership system. This statement is not without reason. 
Take the farm villages for example, why have some places respected the 
autonomy oi the production teams and implemented the responsibility system 
of linking the amount of production to rewards, liberalized economic 
policy, revived private plots, private domesticated animals, private trees, 
and allowed contract work and given production contracts to groups, and 
even were able to contract families that were isolated in remote localities 
for production work, thus enlivening the farm village economy rapidly? The 
root cause is that these adjustments enable the productive relationships to 
better suit the level of productive forces. The same is true when we talk 
about towns and cities. Why is it that some localities implemented 
independent accounting on a trial basis in the collective ownership systen, 
a system of responsibility for shouldering losses and profits by themselves, 
and allowed individual industrial and commercial enterprises to exist, and 
thus these economies rapidly developed? Is this also because of the 
question of ownership? 





Of course, we must insist on upholding the socialist public ownership 

system. Lenin said, socialism is "public ownership of productive resources 
and distribution of labor." Since we want to practice socialism, we must 
insist on public ownership of productive resources. But, we must not 
conclude from this that the "greater" the scope of ownership the better 

and the more "public" the better. We must see if the ownership system is 
superior or not by seeking the truth from facts and taking into consideration 
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the conditions of the productive forces of different regions and different 
sectors of our nation, If it coincides with the need of productive forces, 
benefite the elevation of the rate of productive labor, developa the 
maximum economic effects, then it te superior, otherwise it is not superior. 
Talking about “betng large in aise and collective in nature” seperately 
from the level of the productive forces ie impractical day dreaming. 


Generally speaking since our nation's level of productive forces is 
extremely une..o, during a relatively long period, several different owner-~ 
ship systems will necessarily exist simultaneously. Of course the major 
port.on i# etill ownership by the whole people and collective ownership by 
the laboring masses. Under the situation in which socialist public ownership 
ie in an absolutely superior position, can a little bit of individual 
economy be practiced’? It seems that this cannot be avoided, and it is 
beneficial to socialiem. Thie is because today our state-run economy and 
collective economy cannot yet take care of many of the problems in the 
people's economic life. At the same time, some things are suited for 
individual operation, like repairing shoes and pots, selling tea and drinks, 
transporting emall loade and giving haircuts. Is it not gore versatile 

to allow these to be operated individually so that the needs of the people 
can be better satisfied? Also, what evil is there in allowing retired 
teachers and doctors to open up their own supplementary classes for students 
or their own clinics? In the past, some people were afraid to allow 
individual industrial and commercial enterprises to exist for fear that 
capitalieam might develop. Actually, under a situation in which socialist 
economy is in an absolutely superior position, we have all the conditions 
to exert control. Engaging in speculation and profiteering may exist, but 
why can we not strengthen control? Some people accuse others of engaging 
in capitaliem as soon as they see that the others have earned some money 

as individual industrial and commercial enterpreneurs and have excelled. 
They have absolutely no grounds to make such accusations. It should be 
eaid that as long as it is income earned from one's work, as long as it 

is not from exploiting others, it is not capiialiem, and it should be 
allowed and should be protected. 


Marxiem telis us: The productive relationship must adapt to the level of 
the development of productive forces. Because the productive forces of the 
present stage in our nation are still very backward, there are very vast 
differences and they are extremly uneven, therefore, regardless of area, 
regardless of sectors, regardless of enterprises, and cegardless of profes- 
sions, to establish a single or a kind of model socialist ownership system 
is not possible. An ownership structure that can adapt to multiple levels 
of productive forces and in which the socialist public ownership system 
occupies a superior position should be established. Many types of economic 
elements should be allowed to exist, and a variety and multitude of forms 
of management must be used. In this way, the development of production, 
satisfying the needs of the people's livelihood and solving unemployment 
and increasing .sccumulation may benefit even more. 





Fourth, develop the relationships of a socialiat commercial economy to 
enliven the entire national economy 


We have mentioned earlier that the commercial economic relationship during 
the present stage in our nation ise very underdeveloped. Thies ia not only 
manifested by a very low proportion of commercial producte produced by the 
communes and brigades in farm villages, and at many places, many enterprises 
like to “be large and provide full lines of products” and “emall and complete" 
in product lines and form their own system. More important ie that for a 
very long period, we have not regarded resources for production ae commercial 
products. They are not allowed in the market. In thie way, the flow of 
products is actually stopped and production and need cannot be matched 
directly. As 4 result, frequently there is accumulation of products on one 
end, and on the other end the unite that need the products cannot purchase 
those products. Yor example, steel materiale and machinery and electrical 
products have remained in this situation for long periods. Because of the 
accumulation of products, floating capital accummlates within the floating 
market. Thies is a kind of unnecessary accumulation. If thie problem can 

be handled well by us, then a large sum of capital can be conserved in the 
floating market and it can be used in production and conetruction. Thies is 
a source of capital for our construction. There is a possibility of seeking 
a way out for lowering the ratio of accumulation. 


In the past, some resources for production were in shortage. Except for a 
few products such as logs, much of this shortage has been created by aan. 
Because people fear they won't be able to buy it, they buy a lot and put it 
in storage. Beginning from last year, some departments and localities 
channeled resources for production into the market, and experimented with 
regulation by the market under the guidance of planning. Good results 

have been achieved. In the future, it may be possible to classify resources 
for production into three categories like the resources for living: one 
category would include commercial products for unified distribution. The 
second category would include commerciel products which the state has the 
priority to order and purchase, and the remaining portion would include 
commercial products that are ailowed to circulate freely in the market. 

The third category would include commercial products that are allowed to 
circulate in the market freely. This is beneficial to enlivening circulation 
and stimulating production. 


Allowing resources for production to flow into the market is a vast reforn. 
it involves many problems, such as whether the prices can be floated or 

not. Do the enterprises have the right to establish fixed prices? If 
these problems are not solved, appropriate competition among the enterprises 
will not exist. Of course, to solve these problems requires time and a 
clear theoretical understanding of why the products being exchanged among 
enterprises under the system of ownership by the whole people are considered 
as commercial products. In practice, this must be carefully implemented. 











Fifth, a relatively large-scale renovation of facilities and equipment of 
present enterprises must be carried out 


Everybody knows our nation has already eatablished 400,000 enterprises 

that work for and hand over their products to the state (not including 
commune and brigade enterprises). Moet of these enterprises have been 
established by ourselves after Liberation. They are important material 
foundations and starting points for our new long march forward. But much 
of the technology and facilities of these enterprises are already outdated 
and old. Some even have facilities of the 1920's and 1930's, They not 
only hinder increases in production and raising of the quality, they aleo 
expend a lot of energy. Looking at the future, solving the energy problem 
requires actively developing new energy sources, building hydroelectric 
atations, building new mines and welle, and new of] fields. But opening 

up new energy sources requires a relatively long period. In the coming 

few years, emphasis should be placed on conservation of energy sources. 
Compared to foreign nations, our consumption of energy is about the same as 
that in Japan, but the total value of our industrial production is far 

less than Japan. This shows our potential for energy conservation is very 
great. How can this potential be exploited’? One tmportant direction is to 
develop technological reforms and renovation of facilities centered around 
conservation of energy so that our machinery and facilities can all become 
advanced facilities that conserve energy. In thie way, a greater increase 
in production can be realized by using a relatively limited amount of 
energy. A lesser number of new plants can be built and massive investments 
and materials for basic construction can be conserved. 


Renovation of facilities is not an easy task. It involves the direction 

of our investment. This means, we must not continue to place emphasis on 
expanding the scale of basic construction and solely on building new plants, 
but we must place emphasis on digging for the potential of existing enter- 
prises, renovation and reform. This also should include funds prepared by 
the enterprises themselves. Persisting in this way for another 8 or 10 years 
or even a longer time to rebuild old enterprises and provide them with new 
faces will eventually raise our productive capabilities greatly, is this 

not true? Therefore, this is also an imporant decision worth our profound 
exploration. 


In the above, we have only mentioned some questions that require attention 
concerning economic construction and especially in drawing up long-tera 
plans. There are still many questions that require actual exploration. 
There are still some other even more important questions which have not 

been mentioned here. The discussion of the questions mentioned above is 

far from complete, and there may even be some mistakes. The purpose of 

this article is not an overall description of the principles that should 

be followed by our nation in realizing the four modernizations but only a 
presentation of some immature points of view during the current discussions 
among the economists and theorists. We hope that comrades who are engaged 
in actual work in the financial, commerical, industrial and communications 
front would learn, think and explore these questions like the comrades of 
the circle of theortsts. As long as we persist in upholding the party's 
ideological line, persist in upholding the search for truth from facts, start 
out from actuality, establish the habit of learning, the habit of thinking 
about the questions, the habit of investigating and studying the habit of 
discussing the problems on an equal footing, we believe a road to msoderniza- 
tion suited to our nation's characteristics can definitely be found, end ve 
can victoriously achieve our goals. 
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NATIONAL POLICY AND LSSUES 


PRC JOURNAL REEXAMINES LIU SHAOQI'S POLITICAL REPORT 
HK150621 Beijing JINGJI YANJTU in Ghiinese No 8, 20 Aug 8 pp 3-7 


[Article by Liu Xun (0491 1789): “Pereiet in Shifting the Focus of the Work of the 
Party and Correctly Guide China's Socialist Conetruction--A New Study of the Politi- 
cal Report Made by Comrade Liu Shaoqi at the EighthCongress of the Chinese Communist 
Party") 





[Text] The political report (hereinafter referred to as the “report") made by Com- 
rade Liu Shaoqi on behalf of the party Central Committee and approved unanimously by 
the EighthCCP Congress 24 years ago was « Marxist-Leninist document heaving iaportant 
historical significance. It scientifically analyzed the changes within the social 
clase relationships and the situation of clase struggle after the basic completion 
of socialist reform, put forward the main task of the socialist construction period, 
fixed the line, principle and policy for the struggle of the party in order to real~- 
ize ite task and pointed owt clearly the direction of progress to the people of the 
whole country. For a long time, however, this historical document was maliciously 
attacked and trampled upon at will by the band of Lin Biao, the gang of four and Kang 
Sheng under the charges of “revisionies,” “anti-Mao Zedong Thought,” “the theory of 
the dying out of clase struggle, “the theory of putting productive forces before 
everything” and so on. However, the truth outlives all lies; the posi.ive and 
negative experiences of the 20 odd years since the Eighth Congress have proved that 
the basic content of the “report” ie correct and still has important, guiding 
significance to date on the cause of China's socialist construction and modernization. 


The Historical Inevitability of Shifting the Party's Work Focus 


The key question discussed in the “report” was that the party must shift ite focus 
of work in time to economic construction and concentrate strength on developing the 
productive forces of society after the socialist reform in China of the ownership of 
means of production has basically been completed. The “report" pointed out: “The 
present task of our party is to build our country into a great socialist state as 
soon as possible by relying on the several hundred million working people who have 
been liberated and organized, uniting all forces that can be united within and with- 
out the country as well as fully utilizing all the conditions which are favourable to 
us." (Prom the political report delivered by Comrade Liu Shaoqi at the Eighth CCP 
Congress. Ibid for other unannotated quotes in the following text .) 


Thies great historical task was discussed by ecientifically analyzing the objective 
situation at that time. It concentratedly represented the fundamental intereste of 
all people in the coumtry and fully reflected their strong desire. The “report” 
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pointed out: “Our motherlend has undergone two great historical changes of world 
significance during the 11 years” einee the Seventh CCP Congress, namely that the 
proletariat of our country has seized political power through the victory of the 
democratic revolution of the people under the correct guidamee of our party and, 
with the help of thie political power, achieved basic victory in the socialist re- 
form of the ownership of the means of production. “Because of these two victories, 
a series of basic changes have occurred in both the internal and external relations 
of our country." In mentioning basic changes, it mainly meant that changes had oc- 
curred in class relationships and the main social contradictions. We had not only 
driven out impertialiem, eliminated the clase of feudal landlords and abolished the 
political and economic eyeteme of the clase of bureaucratic capitaliete from the 
mainland, but had aleo reformed by peaceful means the exploitation system of the 
Clase of national capicaliete and guided the several hundred million peasante and 
handicraft workere onto the road of secitalist collectivizetion. Besides, the work- 
ing clase had become the leading clase of the state, the working class and the peas~ 
ante had united into a solid alliance on the basis of socialist collectivism and 
the elements of the exploitative clase in the past were gradually being remolded 
into new elements through labor. Hence, the mein task of socialist revolution, 
namely “the extremely complicated and arduous historical task of converting private 
ownership of the maane of production into socialist collectiviem, has now been 
basically completed in our country." Therefore, the progress of revolution had put 
forward a new historical task to our party, that was to speedily develop the produc- 
tive forces of society with the help of the socialist system. Marxiem told us: the 
basic aim of eliminating private ownership and establishing socialist collectiviss 
is to develop productive forces so that every member of society can lead a happy and 
decent life. If our party does not make the development of productive forces our 
main task after the creation of the socialist economic system, then no practical 
benefits can be brought about for the working people nor can the aim of liberating 
the economy for the working people be achieved; then euch a new system cannot be 
consolidated and developed and will even be unable to last long. This is an objec- 
tive law of historical development. Lenin said: “In any socialist revolution, 
after the task of seizing political power by the proletariat has been settled and 
with the task of expropriating the expropriators and suppressing their resistance 
hae been generally and basically solved, it is absolutely necessary to put a8 4 top 
priority the fundamental task of creating a socioeconomic system better than the 
capitalist society; this fundamental task is to improve the labor productivity.” 
("Complete Works of Lenin,” “Current Tasks of the Soviet Regime," vol 27, p 235) 
This is entirely correct. Only by creating higher labor productivity than that of 
capitalism can the final victory of socialism over capitaliem be guaranteed. This 
was especially the case of China where the victory of socialist revolution was ob- 
tained not under the condition of a well developed capitalist economy but under semi- 
colonial and semifeudal social conditions and therefore a strong and modernized in- 
dustrial foundation was nonexistent when we established the socialist collective 
system. Thies then determined the special importance and urgency of the task of de- 
veloping productive forces after the victory of socialist revolution. Besides, 

the task of expropirating the expropriators and suppressing their resistance was 
generally and basically settled by us in 1956. Thais therefore made it necessary 

to put as a top priority the development of productive forces. It was precisely 

in accordance with the general truth of Marxism-Leniniem and the actual conditions 
of China's revolution chat Comrade Liu Shaoqi put forth on behalf of the party Central 
Committee this thes’ wring the time of the revolutionary ware and at the initial 
period of nationwid ation,” “the main task of struggle was to liberate the 


2 














people from the reactionary rule and to Liberate productive forces of society fros# 
the restraint of the old productive relations.” “New, the stormy period of revolu- 
tion has paseed while the new productive relations have been established, the task 


of atruggle hae changed to protecting the emooth development of productive forces 
of society.” 


On behalf of the party Central Committee, Comrade Liu Shaoqi raised to the whole 
party the call of concentrating efforts to lead people of the whole country to 
struggle for the development of socialist economy; thie was by no means an act of 
"revisioniem" or “anti-Mao Zedong Choughts," but was precisely an act of upholding 
Marxiem-Leniniem and Mao Zedong's thought. People are quite aware that as early as 
the initial period after the founding of the People's Republic, especially aiter the 
socialist reform was basically completed Comrade Mao Zedong repeatedly pointed out 
the need to shift the centre of the party's work to the areas of socialist con- 
struction and technological revolution. He aleo said an: the opening speech at the 
Eighth CCP Congress: “During the 11 years since the Seventh Congress, we have 
thoroughly completed the bourgeois democratic revolution and achieved the decisive 
victory of the socialist revolution in a big country having vast territory, « large 
population and complicated situations"; "We are now also facing roughly the same 
task as the one during the initial period after the founding of the Soviet Union. 

We have to convert the backward and agrarian Chine into an advanced and industrial- 
ized China." (Mao Zedong: “Opening Speech at the 8th CCP Congress" in “Documents 
of the 8th CCP Congress," pp 7-9) On 27 February 1957, Comrade Mao Zedong reiterated 
at the supreme state affairs conference: “The present situation is that the exten- 
sive anc stormy class struggle of the masses during the revolutionary period as 
basically come to an end, but class struggle per ee has not completely come to an 
end"; "Our basic task has changed from that of liberating productive forces to 
protecting and developing productive forces under the new production relations." 
("Selected Works of Mao Zedong," "On the Problem of Correctly Handling Contradictions 
Among the People,” vol 5, pp 375, 377) This means: The proposal in the “report” 
that after the socialist reform of our country has basically been completed, the focus 
of the work of the party should be shifted to the construction of socialist economy 
was completely identical to the proposal made by Comrade Mao Zedong. The band of 
Lin Biao, the gang of four and Kang Sheng ignored the historical facts and employed 
despicable fabrications against Comrade Liu Shaogi; but this proved to the contrary 
that it was they themselves, not Comrade Liu Shaoqi, who were against Marxism-Lenino- 
ism and Mao Zedong Thought. 


Class Struggle Must Serve Economic Construction 


The band of Lin Biao, the gang of four and Kang Sheng vilified that Comrade Liu 
Shaoqi “advocates the theory of the dying out of clase struggle" in the “report.” 
In fact, Comrade Liu Shaoqi unambiguously pointed out in the “report” that although 
the socialist reform has basically been completed, “this does not meant that all our 
tasks in respect to socialist reform have been completed"; and “before the socialist 
reform is completed, class struggle is still going to exist. After socialist re- 
form has been completed, the struggle between the socialist and capitalist stands, 
viewpoints and methods will still go on for a very long period.” At the same time, 
he emphatically pointed out that in the future “our major method for carrying out 
this kind of struggle is by means of persuasion and education; the method of com 
pulsory reform will only be instituted where necessary against those individuals who 
hold an antagonistic attitude against socialiem and violate the lawe of the state." 
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Besides, he stressed the importance of establishing a complete legal system in the 
face of the new taske of atruggle. 


The proposal put forward by Comrade Liu Shaogi at the “eighth congrese" was essential- 
ly to make «a down-to-earth assesement of the new situation of the clase struggle, to 
carry out clase etruggle in « correct sanner and to persist in guarding against the 
right as well ae the “left.” It aleo maintained that after establishing the social- 
ist economic syetem, clase struggle must serve the key task of socialist economic 
construction. Comrade Liu Shaoqi said: “The key task of our party and people of 

the whole country at present is to strive for overfulfilling targete of the First 
Five-Year Plan and enthusiastically prepare for the Second Five-Year Plan." How- 
ever, the counterrevolutionaries want to destroy our country, sabotage our construction 
and jeopardize the people's safety; therefore, our state organs must suppress and 
wipe out the counterrevolutionaries." “Im order to consolidate our democratic dicta- 
torship of the proletariat to protect the discipline of socialist construction: and 
safeguard democratic rights of the people as well as to punish counterrevolutionaries 
and other criminals, we must make it one of our urgent taske in the current work of 
the country to start drawing up better laws in a systematic manner and improve our 
country's legal system. This then clearly explained the correct relationship that 
class struggle under the dictatorship of the proletariat must serve economic con- 
struction. 


It was undoubtedly correct that before the proletariat of our country seized poiiti- 
cal power, the key task of revolution was to seize political power by armed force 

and that all other work was to serve thie key task. It was aleo undoubtedly correct 
that after the proletariat of our country had seized power, especially after the sye- 
tem of socialist collectiviem had basically been established, all other work gust 
serve the key task of socialist economic construction and class struggle gust serve 
the fight for production. However, it was completely wrong to depart from socialist 
economic construction for the sake of carrying on clase struggle. Comrade Mao Ze- 
dong made statements to this effect as early as the second plenary session of the 
seventh CCP Central Committee: “From the firet day we took control of the city, we 
have to set our eyes on restoring and developing the production of this city." "Other 
work in the city, such as organizing the work of the party, work of government de- 
partments, work of trade unions, work of various types of public bodies, work in 

the cultural and educational aspects, the work of eliminating counterrevolutionaries 
as well as work of news agencies, newspapers and radio broadcasting stations are all 
centered around and serve this key task of production and construction." ("Selected 
Works of Mao Zedong,” “The Réport at the Second Plenary Session of the Seventh CCP 
Central Committee," vol 4, p 1366) It would be a statement of fact to say that be- 
fore 1956 the party was still unable to fully achieve this. That was because at the 
initial period after the liberation, the party had to concentrate its strength on 
first establishing and consolidating throughout the country the dictatorship of the 
proletariate to wiping out remmant forces of the counterevolutionaries, to imple- 
menting land reform, to fighting the war to resist U.S. aggression and aid Korea, to 
implementing socialist reform on agriculture, handicraft industries and capitalist 
industries, commerce and so on. But after 1956, when the above tasks were basically 
completed, it was possible to put socialist construction at top priority. It was 
precisely under such a historical condition that Comrade Liu Shaoqi upheld Comrade 
Mao Zedong’s principle on correctly dealing with the relationship between class strug- 
gle and the key task of economic construction. While recognizing that class struggle 
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ectill existed and criticizing the viewpoint of the dying out of clases struggle, he 
aleo pointed out the need to prevent clase struggle from being magnified. He said: 
"Ie hae been demonstrated by facte that on the one hamd counterrevolutionaries do 
exiet and any thought that we can relax our vigilance is totally wreng, while on the 
other hand counterrevolutionaries can be wiped out prowided that our policies are 
correct and therefore any thoughts that counterrevolutionary activities are getting 
more and more serfious is aleo groundless." That was a correct assesement made by 

our party at that time on the etatus of clase etruggle within the country. Although 
various changes in the situation have occurred within the country since the “eighth 
congress," there have basically been no grounde for negating the ecientific analysis 
made by Comrade Liu Shaoqi on class struggle. To negate thie analyeis and exaggerate 
the gravity of class struggle would lead to the serious consequences of magnifying 
the clase struggle and jeopardizing the socialist econemic construction. This has 
been proved by practice. During the 10-year havoc, in particular, for the sake of 
forming a gang to pursue selfish interests, usurp the party leadership and seize state 
power, the band of Lin Biao, the gang of four and Kang Sheng even furiously magnified 
class struggle, confused the enemies with ourselves, engineered thousands of wronged, 
fabricated and mishandled cases, attacked and oppressed the broad reale of cadres 

and masses and sabotaged all work of production and construction, pushing the nation- 
al economy to the brink of collapse; thus making it even impossible for our party 

to talk about shifting the focus of work to economic construction. 





Por exactly 20 years from the 8th CCP congress in 1956 to the complete collapse of 
the gang of four in 1976, various twiete and turns occurred tm our cause of socialist 
economic conetruction; one of the basic reasons was the violation of the resolutions 
of the “eighth congress" by wrongly assessing the situation of class struggle within 
the country after 1956, not having been able to correctly handle the relationship 
between class struggle and economic construction and not having shifted the focus of 
the work of the party to economic construction. This is a historical lesson we gust 
learn. 


Not Sukhanov's Doctrine, But Leninisa 


In order to oppose shifting the party's focus of work and stick to the ultraleftist 
line of magnifying class struggle, Kang Sheng, the adviser to Lin Biao and the gang 
of four, fabricated for ulterior motives a charge of "Sukhanov's doctrine" against 
Comrade Liu Shaoqi, saying something like: "Liu Shaoqi had hie revisionist ‘theorect- 
ical’ basis when he persisted in taking the capitalist road." And that was "the 
theory of putting productive forces before everything" which "came down in one con- 
tinuous line as the old-line revisionism." (The so-called "theory of putting pro- 
ductive forces before everything" of the old-line revisionism should be called "the 
Philistine theory of productive forces.") He also asked people to read "On Russia's 
Revolution"--a critique on Sukhanov written by Lenin in 1923--and tried to use the 
classics to find a "theoretical" basis for attacking Comrade Liu Shaoqi; but this 
was completely futile. 


Lenin's "On Russia's Revolution" does indeed relentlessly criticize Sukhanov, the 
Russian Menshevik, for holding on to the “infallible law" of the revisionism of the 
Second International--"the productive forces of Russia have not yet developed to a 
level high enough for effecting socialism"--and opposing Bol'sheviks' bid to seize 
power. Lenin wrote: "Why can't we first obtain by revolutionary means the precon- 
ditions for reaching this particular level and then catch up with the people of 
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other countries on the basis of an industrial and agricultural regime and the Soviet 
system"? ("Selected Works of Lenin,” "On Russia's Revelution,” vol 4, p 691) Lenin's 
criticiem of Sukhanov is of course correct. But then, what in fact was the under~- 
lying historical condition and what was Comrade Liu Shaoqi's motive when he stressed 
the development of productive forces? Did it happen befere the proletariat of our 
country had seized power and was it aimed at opposing the proletariat seizure of 
power? Of course not. It was 7 years after the establishment of the dictatorship 

of the proletariat in our country and under ‘the conditions after the so¢taliet revo- 
lution had achieved a decisive victory that Comrade Liu Shaoqi put forward on behalf 
of the party Central Committee the proposal to shift the main focus of the revolu- 
tion to developing productive forces. This was not even remotely similar to Suk- 
hanov's revisionist theory of opposing the revolution end opposing the proletariat 
seizure of power. By fabricating the "theory of putting productive forces before 
everything,” the band of Lin Biao, the gang of four and Kang Sheng did not just oppose 
the "report" by Comrade Liu Shaoqi but also distorted and falsified Leninism. In 
order to defame Comrade Liu Shaoqi, they talked such nonsense as “Lenin always 
stressed the great effect of revolution on the development of productive forces and 
stressed the effect of changing production relations on promoting productive forces" 
as if Lenin did not stress the great effect of the development of productive forces 
on revolution and on changing the relations of production. This is an ignominious 
act of distorting Leninism. Being a great Marxist and proletarian revolutionary, 
Lenin did not just always stress in his works the great effect of revolution on the 
development of productive forces or the great effect of changing production relations 
on the promotion of productive forces, but he also stressed the great effects of the 
development of productive forces on revolution as well as on changing production re- 
lations. Especially after the victory of the October Revolution, he repeatedly 
stressed the decisive effect of the development of productive forces on keeping the 
Soviet system going. Lenin pointed out: “After th proletariat has seized politi- 
cal power, its most important and most basic concern is to increase the quantity of 
products and greatly improve the productive forces." "Without this condition, it 
cannot begin to discuss the success of the whole cause of labor liberation or victory 
of socialism.” ("Complete Works of Lenin,” “Functions and Duties of the Trade Unions 
Under the New Economic Policy," vol 33, p 159) He etreseed: "We must make every 
trade union member care about productton and make them remember that only be in- 
creasing production and improving labor productivity that Soviet Ruseia can obtain 
victory...we shall ruin everything if this duty is not understood." ("Complete Works 
of Lenin," “Report on the Work of People's Committee," wol 31, p 454) If a strong 
socialist economy is not built after the proletariat has seized political power in 

an economically backward China, then how will we be able to satisfy the ever increas- 
ing needs in both the material and cultural life of several hundred million people? 
How can we build a strong and modern national defense to protect the security and 
independence of our motherland? And how can we consolidate and develop the newly 
emerged socialist system? Can it be said that all these could be accomplished with- 
out having to go through a protracted hard struggle in production, or just by revolt- 
ing against production relations all the cime in disregard of the actual conditions 
of productive forces? Of course not, and it is very dangerous to do so. 


Comrade Mao Zedong said: “If we are capable in all aspecte except in economics, then 
we are just a useless bunch who will be beaten by enemies and become extinct." (Mao 
Zedong: “Economic and Financial Problems," p 187, published by the Liberation 
Centre, 1942) This is not alarmist talk but an objective truth. Of course, there 
is no challenge before us that we communists cannot meet. Since we were able to 
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launch an armed etruggle to overthrow Chiang Kai-shek and founded new China, we can 
of course master economics in order to build a strong and modern socialist China. 
However, if we do not concentrate our main efforts and thoughts on economics, then 
how can we master the techniques of economic construction or know about and grasp 
the socialist economic laws? If we are umable to kmow about and make use of the 
socialist economic laws, how can we fulfill the task of socialist economic construc- 
tion? It is therefore obvious that the viewpoint on shifting the main focus of the 
revolution as put forward by Comrade Liu Shaoqi was absolutely not a "Sukhanov's 
doctrine" but Leninism, not "the theory of putting productive forces before every- 
thing" but historical materialdiam and not persisting in taking the capitalist road 
but persisting in taking the road of eocialien. 


Practice in history has proved that the glory of the "report" cannot be obliterated. 
After the basic completion of the socialist reform of the means of production, the 
development of our socialist cause is smooth and in progress when we pereiatin the 
line of the “eighth congress"; otherwise, it ie sure to meet with failure and is 
liable *o stagnate and retrogress when we deviate from the line of the "the eighth 
congress." During the 3d plenary session of the llth CCP Central Committee after 
the crushing of the gang of four, we made an all-round and profound summary of the 
positive and negative experiences after the "eighth congress," exposed and criticized 
the ultraleftist line pursued by the band of Lin Biao, the gang of four and Kang 
Sheng, restored the Marxist-Leninist line of the party in politics and ideology as 
well as resolved to practically shift the emphasis of the work of the party to so- 
cialist economic construction and concentrate the strength of the whole party and 
the people in making concerted efforts in the struggle to build our country into a 
modern and strong socialist state. This is entirely correct and is the continua- 
tion and development of the line of the "eighth congress" ase well as the basic guar- 
antee for the victorious development of our socialist cause in future. Therefore, 
under the guidance of Marxism-Leninism and the scientific thinking of Comrade Mao 
Zedong, the whole party must persist in implementing the resolution of the 3d plenary 
session of the llth CCP Central Committee, eliminate the pernicious influence of 
the band of Lin Biao, the gang of four and Kang Sheng in opposing Marxism-Leninism 
and correctly lead the people of the whole country in the struggle to realize the 
great cause of the four modernizations of socialism, then surely as Comrade Liu 
Shaogi confidently said in the “report,” "Our great socialist cause must be vic- 
torious and there will not be any force in the world that can prevent our victory!" 
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ECONOMIC PLANNING 


BEIJING ECONOMIC JOURNAL ON PRODUCTION RELATIONS 
HK180814 Beijing JIANGJI YANJIU in Chinése No 9, 20 Sep 80 pp 16-20 


[Article by Sun Ju [1327 4251] of the politics department of Qugu Normal School, 
Shandong: "A Discussion With Comrade Sun Yefang [1327 0396 2455] on Production 
Relations as an Object of Study in Political Economics"; passages within slantlines 
denote underlining] 


[Text] I was greatly enlightened by my reading of Comrade Sun Yefan's article, en- 
titled "On Production Relations as an Object of Study in Political Economics," in the 
issue of JINGJI YANJIU No 8. However, there are some points on which I do not agree 
with in the conclusion reached in the article, that Stalin's definition represents 

a "two-pace retreat" from Engels' definition (for all further references to the ori- 
ginal article by Sun Yefang, see JINGJI YANJIU No 8 1979. No further footnotes will 
be provided on this point), and I would like to discuss these points with Comrade 

Sun Yefang. 


1. About our Understanding of Engels' Definition 


I am in full agreement with Comrade Sun Yefang when he says that Engels provided 

us with an exhaustive definition of political economics: political economics 

is "a branch of science which conducts researeh into the conditions under which and 
the forms by which each society carries out production and exchange, and the cor- 
responding conditions and forms by which they implement the distribution of commodi- 
ties." (Bngels: "Anti-Duhring", )'People's Publishing House, 1979 edition, p 147) 
By extrapolating Engels' definition, it is possible to establish a definition of 
the relations of production, thus: 


The relations of production are "the conditions under which and the forms by which 
each human society carries out production and exchange, and the corresponding con- 
ditions and forms by which they impdement the distribution of commodities." 


Basic grammatical knowledge tells us that, in the sentence "the relations of produc- 
tion are conditions and forms...," the subject, predicate and object are all clearly 
defined, and that between them is an attribute. This means that /the contents/ of 
the relations of production consists of /the conditions and forms/ of production, 
exchange and distribution, and not of production, exchange and distribution then- 
selves. 
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With regard to Engels’ definition, Comrade Sun explains that: "The production, ex- 
change and distribution of which Engels speaks oonstitute" the relations of produc- 
tion. Moreover, he maintains that "these three thinge encapsulate the whole content 
of the relations of production." This is a reinforcement of Engels because, from 
Engels' definition, we can only deduce that "the relations of production are equi- 
valent to the conditions and forms by which production, exchange and distribution 

are carried out," and not that “the relations of production are equivalent to produc- 
tion, exchange and distribution." The conditions and forms required for putting in- 
to practice these three things are not at all the same as the three things thenm- 
selves. 


Marx revealed that the process of social production is the integration of the pro- 
cess of material production with the process of development of the relations of pro- 
duction. Production, exchange and distribution, along with consumption, form four 
links, which first of all serve to form our concept of the first of these, production, 
and which constitute the dialectical unity of the four links. The relations of pro- 
duction permeate, and reside in, the four links of the process of production and, 
moreover, they are embodied in the three links of the production process. In trans- 
ferring the concept of the various links of the production process to bring them 
within the scope of the relations of production, the production process is confused 
with the two categories of production relations. Besides, as we all know, Marx 
determined the relations of production to be the social relations of men within the 
process of social production. (See "Selected Works of Marx and Engels," “Wage Labor 
and Capital," vol 1, pp 362-363) Engels determined the relations of production to be 
the conditions and forms by which production, exchange and distribution are carried 
out. May we, or may we not, argue that Marx did not indicate the contents of the 
relations of production, and that only Engels showed that the contents of the rela- 
tions of production consist of the three items of production, exchange and distribu- 
tion? Clearly, we may not. I maintain that the definitions of Marx and Engels are 
exactly the same. If one were to say that in some places, Engels' definition is 
more advanced than in Marx's definition, then that is because Engels uses "conditions 
and forms" instead of "social relations" and as a result, the contents of the rela- 
tions of production are a little more objective. To go so far as to enumerate two, 
three, or ever four links, is not really of any consequence. For example, in saying 
that political economics “is the science of research into the rules which govern the 
production and exchange of the material means of livelihood in man's society," Engels 
lists only two links. Nevertheless, there is no question of there being any dif- 
ference whatever between Engels' two definition. We ought to grasp the essence of 
the relations of production from the complete process of social production. More- 
over, considering the four links of the process of social production from a histori- 
cal point of view, only in certain specific stages of social history does there exist 
an independent and clearly defined demarcation of the differences between them. Taken 
as implicit in the relations of production within the process of social producton, 

or as a scientific definition of production relations, which allows us to grasp the 
essential contents of the relations of production on the basis of a conformation of 
the common significance of the speical features of mankind's various types of social 
production, the notion of the different links in the process of social production is 
clearly unacceptable. 











Of course, even though Comrade Sun explains that the contents of the relations of 
production are the three items of production, exchange and distribution, this is 

not the same as understanding the contents of the relations of production to be the 
three links themselves. However, there is a preseing need for another scientific 
definition, which will make use of the correct notion to eummarize and suitably ex- 
press the contents of the relations of production. In his article, Comrade Sun 

twice explains production, exchange and distribution as, respectively, "the relations 
between men in the process of direct production," "the relations between men in the 
process of exchange," and “the relations between men in the process of distribution,’ 
but what problems does this bring to light? First, this method of making three divi- 
sions is inappropriate, moreover the concepts within and without the quotation marks 
are not part of the same process, and cannot be substituted for one another. Second, 
even if we understand the concept according to the explanation within quotation marks, 
then in comparison to the usual definition, confirmed by Marx, that the relations of 
production are the social relations of men within the process of social production, 
there is ano question of its being more advanced. This still does not offer a spe- 
cific answer to the question of what the contents of the relations of production 
actually are. 


To summarize, Engels' definition tells us that the contents of the relations of pro- 
duction are not the three items ofproduction, exchange and distribution, but that 
they are the conditions and forms by which the three are put into effect. 


2. About our Understanding of Stalin's Definition 


Having made a comparison between his own of Engels' and Stalin's definition, Comrade 
Sun reaches the conclusion that Stalin's definition puts more emphasis on the system 
of ownership and less on that of exchange. Let us investigate this a little further. 


(1) On the first point of Stalin's definition 


The first point of Stalin's definition concerns "the form of the system of ownership 
of the means of production." It should be noted here that the system of ownership 
is not the same as the system of the ownership of the means of production. Hence, 
to make the sweeping statement that Engels’ definition includes the system of owner- 
ship and that Stalin's definition does not, is not acceptable. For this reason, 

it is necessary to clear up some points which have to do with the implications of 
the concept of the system of ownership: First, Stalin considers the system of 
ownership and the relations of production as having conceptual applications which 
are on identical levels, and that all the contents of the relations of production 
are also the same contents making up the system of ownership. Thus, from an overall 
aspect, the scope of the concept of the system of ownership has been used. Second, 
the ownership system and the form of the wonership system constitute an economic 
category. Third, the system of ownership of the means of production is only a part 
of the ownership system, even though it is an important part and has fixed functions. 
Because of this, in examining the question of the owwership system, Stalin treats it 
as an aspect of the relations of productianwhich cannot appear outside the relations 
of production. 


The form of the system of ownership of the means of production is quite simply a 
question of saying who the means of production belong to, and of the social attri- 
butes to the means of production. This is a real and specific material relationship 
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among people. But why do we say that it posseases a significance of the most deci- 
sive nature within the relations of production? Because production, in any society, 
is always made up of the two fundamental key elements of the labor force and the means 
of production. However, if we wish it to become the productive activities of an 
actual society, then we must unify labor and the means of production in a definite 
form. The different relationships which link men with the means of production also 
directly formed a yardstick for the relations of the positions held by men in pro- 
duction, and have become a means to determine the relations of the types of inter- 
course among men. The specific form of linkage between men and the means of produc- 
tion in the production of any society is thus determined by the level of the forces 

of production, the form of the social division of labor, and its already fixed form 

of ownership of the means of production in the previous historical period. Thus, the 
solution to the problem is very clear; the form of the ownership of the means of 
production is the most basic social condition under which social production is carried 
out. 


In his "Introduction to 'A Critique of Political Economics,'" Marx gave a brilliant 
explanation of the problem of the form of the ownership of the means of production, 
pointing out that "before it becomes the distribution of commodities, it must under- 
go (1) the implementation of production and, (2) distribution of the members of 
society throughout all the various kinds of production (each person belongs to a cer- 
tain production relation)--this is an advanced rule of the above-mentioned relation- 
ship." Marx is quite clear on this point; the former is an expression of to whom 

the means of production belong, and the latter the relationship of man in production. 
Marx brings these two aspects of distribution together under the heading of the dis- 
tribution of the conditions of production. "This kind of distribution is included 
within the production process itself, and moreover determines the structure of pro- 
duction; the distribution of commodities is clearly only a result of this kind of 
distribution." ("Selected Works of Marx and Engels," “Introduction to 'A Critique of 
Political Economics'", vol 2, p 99) In "A Critique of the Gotha Program," Marx gave 
an even more thoroughgoing explanation: "Any kind of distribution of the means of 
subsistence is nothing more than a result of the distribution of the conditions of 
production themselves. /The distribution of the conditions of production thus ex- 
press the nature of the form of production/ (here it is interpreted as the relations 
of production in this writer's opinion.) ("Selected Works of Marx and Engels," "A 
Critique of the Gotha Program," vol 3, p 13) 


Marx’ statement is unmistakeably clear when he explains to us that the distribution 
of the components of production, (and by this it is meant the form of the system of 
ownership of the means of production), determines the distribution of the members: of 
society throughout the various kinds of production. (It should be noted that the 
relations and placings within the distribution of labor in production, because no 
analysis has so far been attempted in this article, naturally do not represent the 
mutual relationships in their entirety.) These two also determine the form of dis- 
tribution of commodities. Stalin's definition is entirely in agreement with Marx' 
thinking. 


To sum up what has been said so far, Stalin's making the form of the ownership of 

the means of production the first part of the substance of proudction relations 

is scientific. It grasps the fixed character of the nature of production relations. 
If this is not so, then the relations of production can only be an empty abstraction. 
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(4) On the secondpoint of Stalin's definition. 


Comrade Sun says: “Because most ordinary people understand ‘exchange’ ae ‘the ex- 
change of commodities,' Comrade Stalin, in order to aveid confusion eliminated the 
term ‘exchange,’ maintaining that the element of ‘the placing of different social 
groupe in the production process, and the mutual relations between those groups, ' 
already ie contained in the meantngof ‘exchange’ as @iscussed by Engels. 1 believe 
that Comrade Stalin's argument ie untenable." 


Ie it true that exchange is not included in Stalin's definition? I believe that this 
is not necesarily eo. First of all, the very way in which the second point of Stal- 
in'a definition is expressed rules out the conclusion that exchange has been deleted. 
Moreover, he seems to have foreseen that there might be controvereies on thie point 
after hie death, for he immediately added a supplementary explanation: In this 
definition, /1 have not made use of the word exchange,/ which ie used in Engels’ 
definition.... However, /cthe thing indicated by the word ‘exchange’ /as used by 
Engels, has been clearly included as a component part of the foregoing definition.” 
Stalin: "Problems of the USSR's Socialist Economy," People's Publishing House, 

1961 edition p 58; all further references to this work are to this edition.) Take 
note that “not using the word exchange," ie fundamentally different from "deleting 
the concept of exchange." The actual meaning of “not using” is not having chosen to 
use this particular noun. If we read Stalin's supplementary explanation carefully, 
we will see that, from his understanding of the actual content of Bngele' definition, 
Stalin grasped and then wrote in his own etyle. Engele' definition iteelf makes it 
clear that, although it includes the word “exchange,” yet it does not constitute 

&@ separate item." Hence, Stalin says correctly that, /"*the thing indicated by 
Engels’ use of the word ‘exchange’ has been included,"/ and does not say that /the 
item of exchange/ has been included. Therefore, we cannot limit ourselves to a pure- 
ly lexical comparison of the similarities and differences of the two definitions. 
This would mean, looking at the three words "production, exchange and distribution,” 
included in Engele' definition, calling them three items, and discarding the condi- 
tions and forms under which the three items operate; on the other hand, looking at 
the non-including, in Stalin's definition, of th word “exchange,” eaying that “the 
item of exchange has been deleted," and not paying any attearion to the fact that 
“the concept indicated by Engets' use of the word ‘exchange,’ has been included.” 


In the second place, let us suppose that Comrade Sun's conclusion, that Stalin had 
deleted the concept of exchange, holds true. In this case, Comrade Sun is left with 
the responsibility of clarifying the basis on which his own conclusion rests. But, 
in his article, Comrade Sun did not do this. Indeed, he goes on to say: “In his 
definition of the relations of production, Comrade Stalin does not give a single 
example of the relations of exchange, and in fact makes them into an element of the 
relations betweenmen within the process of direct production, (namely, the so-called 
‘mutual exchange of activities')." 


If we carefully analyze Stalin's conclusion and supplementary explanation, and ex- 
amine it from all its various aspects, we might quite naturally arrive at this con- 
clusion: Stalin has in fact confirmed the existence of three general forms in the 
relations of production. These are: first, his own “sutual relations between, and 
placing of, all the various social groups in production, which arise from this 
source:” Second, Marx' “mutual exchange of activities." The fact that he uses the 
word “or” indicates that this form has a relationship of a parallel nature with the 
preceding one, that the two are similar in meaning and interchangeable, and that 
no subordinate relationship exists; third, the inclusion of Engels’ definition of 
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of thie particular concept. In thie way, Stalin bas confirmed that hie definition 
ie in complete agreement with that of Engels. Thus, we may say the seoumiaspect of 
the relations of production te correctly expressed both by Stalin and by Marz, in 
that it includes the concept which te indicated by Bngele’ use of the werd exchange. 


Marx's phrase, "the gutual exchange of activities," which appeare in "Wage Labor and 
Capital,” hae « very clear meaning: The mutual exchange of activities consists of 
influences, interactions and relationships among men in production and, if these 
sorte of interactions and relationships are not present, then there can be no pro- 
duction, At the same time, thie hae guch wider implications than does Engels’ 
atatement that there can be no exchange without production, and that production can 
still proceed where exchange does not exiat, 


In hie “Introduction to ‘A Critique of Political Eeonomice,'" Marx aleo made an ex- 
haustive investigation of exchange. He first of all investigates exchange within 
the direct production process, and from there proceeds to an examination of the 
exchange which constitutes the process of exchange, (the circulation process), point- 
ing out that, “only in the very last etage, when commodities are exchanged directly 
for the purpose of consumption, that exchange can appear independently or production 
and in all cases exchange cannot escape ite connections with production." (Selected 
Works of Marx and Engels,” “Introduction to "A Critique of Political Economics, '" 
vol 2 p 101) Mr Dahrin specially refutes the independent nature of exchange, and 
regards this kind of exchange or circulation as an element of production. Thies is, 
of course, totally abeurd. The exchamge referred to by Marz, Engels and Stalin in 
their discussions of the substance of the relations of production ie completely dif- 
ferent from that referred to by Dahrin. Comrade Sun's criticiem of the second point 
of Stalin's definition, as being equivalent to Dahrin's standpoint, is visibly rash. 


it may be seen from the above that the exchange referred to by Marx is to be taken 
ae exchange in its broad sense, and that it includes the exchange of commodities, 

the exchange of labor, the exchange which is present within the direct production 
process, and also the exchange which exists in circulation. The relations of exchange 
within the capitalist production process, as defined by Marx, are in fact the rela- 
tions of the mutual exchange of labor among men. The manifestations of the forms of 
exchange in all the various societies of mankind are not completely identical. The 
exchange which serves as a link in the process of social production, as well as the 
exchange carried out to effect the coneumption of goods, were not present in the 
early period of primitive society, and are not present in the communist society; in 
these societies, the relations of the exchange of labor among men are given expression 
through the direct production process and through the distribution process. Marx's 
phrase, "the mutual exchange of activitéas” aptly captures the meaning of the rela- 
tions of mutual exchange between men in all their various societies, and in all their 
different forms. Thus, Stalin has even more clearly indicated that the “wsutual 
exchange of activities” is actually the placing of and the gutual relations between 
men in the process of social production. 





3. Stalin's Definition Advances Over Engels’ Definition 


For a further clarification of the issues in question, we will need to make a fur- 
ther analysis of the two definitions on an overall basis. 
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Firat, let ue consider things from the point of view of substance. Engels defines 
the relations of production as the conditions under which and the forms in which 
production, exchange and distribution are put into effect. For the purposes of 
analysis, there ie nothing to prevent our etarting from thie premise. (Strictly 
speaking, thie ie not a ecientific premise, and ie used here in thie way solely for 
the purposes of analysis.) The conditions and forme of production: a certain 
level of production forces must be presupposed, and ite social conditions are in 
fact the form of the system of ownership of the means of production. The conditions 
and forme of exchange: A certain production must first be presupposed, and the con- 
dicione and forms of production them sete the conditions for the form of exchange. 
The form of exchange is the concrete embodiment of man's mutual relations; it changes 
according to history, and ite substance is manyfaceted. The conditions and form of 
distribution: Takes as ite premises a certain production and a certain exchange, 
and is determined by the conditions and forme of the two preceding factors. The 
form of distribution constitutes that part of the relations of production which 

has a relatively independent signfiicance, but it ie merely the condensation, m-~- 
terial expression or actuality of man's positional relationships, and of these 
relationships between themselves. Ae for the form of consumption, it goes without 
saying that this is restricted by the above-mentioned relations. 


On the basis of the above analysis, the firet point of Stalin's definition isolates 
the common social condition of production, exchange and distribution. The second 
point of Stalin's definition isolates the essential substance of the form of produc- 
tion and the form of exchange. The first two pointe define the pattern of distribu- 
tion (thereby defining the pattern of consumption), making up the content of the 
third point. Hence, we may say that Stalin, on the baste of Engehe’ definition, and 
within the outliags and scope of the substance of proudction relations as fixed by 
that definition, has not only clearly exposed Engele' definition, from the point 

of view of the dialectical unity of the production processes of the whole of society, 
and on the higher level of the historical changes undergone by production in all 
human societies, but has aleo gone a etep further, and has revealed, summariaed and 
caught the essence of the fundamental nature of the substance of production relations. 


Second, from the point of view of exposition, Stalin's definition can again be said 
to be ecientific. Stalin saye that the relations of production include: (1) The 
fora of the system of ownership of the means of production; (2)/Arising from this 
first factor,/ the placing of all the various social groups in production, and the 
relationships between them, /or,/ as Marx put it, ‘the mutual exchange of activities’; 
(3) /Regarding production relations entirely/ as the form of distribution of /trane- 
formed/ goods." (Stalin: “Problems of the USSR's Socialist Economy,” p 58) Readers 
should pay particular attention to the words underlined for they are all essential 

to the meandng, and should not be omitted. They effect the understanding of the 
substance of the relations of production, for it is precisely these connecting 

words which express the logical and positional relationships of the tripartite sub- 
stance of production relations. They show that the three aspects are not three iso- 
lated parte of a whole, but that they in fact are part of the entity, but limited 

by their mutual interaction, and each has its own independent significance in rele- 
tion to the others. This constitutes a great advance on Engels’ definition. 
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Here we should diecuss the so-called formulation of vertical and horizontal relation- 
ships. From thie viewpoint, Engele' definition considers the question fromthe hori- 
zontal aspect, while Stalin's looke at things from the vertical aspect. I believe 
that thie formulation te inappropriate. Firet, thie formulation ie etill based 

on the uneatiefactory analyeie of Pngele' definition, taking production, exchange 
and dletribution ae the tripartite substance of production relations, and does not 
encompass, on an overall basis the conditions and forme under which the three are 

put into practice. Second, I believe that a scientific notion or definition should 
and gust be capable of grasping the essential attributes and substance of objective- 
ly existing concepts, both from the viewpoint of the two kinds of relationships-- 
vertical and horizontal--and from that of the unity of generality and individuality, 
of logic and history. If we say that the two definitions consist of vertical and 
horizontal relationships, we would in effect be claiming that they are one-sided, 

and incomplete. In reality, both Engele' and Stalin's definitions are complete and 
all-encompassing, and have grasped the essential substance and particularities of 

the relations of production, from the viewpoint of the unity of vertical and horizon- 
tal, generality and individuality, history and logic. 


Finally, on the question of the definition of the relations of production as an object 
of study in political economics, two pointe gust be made clear. The first one is 
that, when we say that Stalin's definition is a complete, scientific definition, this 
does not imply that Stalin's definition has completely summed up the substance of 
production relations, and that nothing has been left owt. It simply means that no 
other definition has emerged that could supplant Stelin's or that is gore complete 
than his. As for inquiry and research into the relations of production, this remains 
an important area of study in Marxist political economics. The second point is that 
what constitutes research methods of political economice is another question entire- 
ly. Because of this, the object of research in political economics is to create a 
political-economic system, and euch research does not necessarily proceed in se- 
quence from the substance of the relations of production. For example, Marx's 
“Capital” does not directly proceed from research into the system of ownership of the 
means of production. From what basis socialist political economics should proceed, 
and how it should construct ite logical syetem, ie ome of the most important fields 
of theoretical research in political econogice in China today. Thus, it is essential 
that we differentiate between the definition of the objects of research in political 
economics, a8 well as between research methods and the creation of systems. We must 
not limit ourselves by simply accepting Stalin's definition as a rigid framework or 
guideline to study. 


C80: 46006 


25 














ECONOMIC PLANNING 


BEIJING RCONOMLC JOURNAL ON QUESTION OF ECONOMIC SUPERIORITY 
HK161344 Beijing JINGJI YANJIU in Giinese No 9, 20 Sep 8 pp 59-61, 46 


[Article by Qin Ming [4440 2494): "Remarks on Some Problems Concernimgthe Bringiog 
Into Play of Economic Superitority"] 


[Text] In developing the national economy and in improving economic results, it is 
essential to concentrate on bringing economic superiority into play; this is an ex- 
tremely important guiding principle put forward on the basis of summing up our ex- 
perience of both the positive and negative aspects of economic development. If we 
conscientiously and thoroughly implement thie guiding principle, we will surely be 
able to provide a powerful impetus to the development of the national economy. Below 
are a few tentative opinions related to some problems in bringing into play economic 
superiority which need to be looked into. 


1. Why Ie It Necessary To Bring Economic Superiority Into Play? 


The guiding principle of bringing into play economic superiority has been put for- 
ward in the light of a fairly serious examination of the natural economy existing 
within China's economic construction. Before liberation, China had been a long- 
standing feudal society, and the commodity economy had scarcely developed. After 
the victorious conclusion of the revolution, we ought to have actively developed 

the social division of labor and cooperation, and powerfully developed the production 
and exchange of commodities, and ceaselessly encouraged the procese of the sociali- 
tation of the economy. However, for a long time, the production of commodities was 
seen as a foreign idea, and many watchwords and policies in economic life emphasized 
self-sufficiency, and encouraged the “big and complete" and the "small and complete” 
ways of doing things. In the field of economics, this situation gave rise to a 
whole series of problems, and presented a serious threat. In particular, this in- 
volved the following aspects: 


1. We were compelled to engage ina activities for which we ourselves lacked the 
necessary qualifications, thus causing a large-scale waste of manpower, material 
resources and financial resources. In order to establish a regionally independent 
economic setup, many areas did not pay any attention to the objective conditions 

of their particular localities, did aot worry about profitability or the feasibility 
of what they were doing, dabbled in all kinds of things, and indulged in parallel 
advancement. Some areas which were in fact deficient in energy resources and in 
raw materials, nevertheless embarked on projects which involved the expenditure of a 
lot of natural resources and raw materials, wit). the result that, on completion of 
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these projects, a large amount of waste had been created. Other areas, taking no 
notice of the state of their natural resources, engaged in ventures useing coal, 414 
or steel where there was in fact no coal, of] or steel, investing « great deal of 
capital without evolving any productive capacity, or receiving any return on invest~ 
ment, for a long time. 


2. The development of production and industries which were suited to the conditions 
of a particular locality and conducive to good economic results did not begin to take 
place, which inhibited the rapid and thrifty development of the national economy. 
This phenomenon was particularly apparent in the case of agriculture. Within the 
vast territories of China, the natural conditions of each area differ enormously, 
and agricultural production should sait ite measures to local conditions, growing 
grain or cotton, practicing animal husbandry or forestry, according to the nature of 
the land available; only in thie way is it possible to make effective use of every 
type of natural conditions, in order to achieve reasonably profitable results for a 
fairly emall expenditure. However, because of overempaheis in the past on self- 
sufficiency in grain, and on self-sufficiency at all levels, many areas have not been 
able to develop production in such a way that it is profitable to themselves and to 
the state as a whole and, as a result, have discarded profitable things and forged 
ahead of weak pointe. They have not developed, and have even gone eo far as to 
discard altogether, the notion of the superiority of economic crops, and have con- 
centrated solely on growing grain, at the expense of all other crops. The result of 
this has been a decrease in collective incomes; some semimountainous districts have 
made great efforts in building level terraced fields and destroying fruit trees and 
forests; cropland has been reclaimed from lakes and coastal areas, which hae dis- 
rupted the breeding of fieh for pisciculture and affected sea-lanes. The opening up 
of many grasslands and forests for arable farming has disrupted the natural ecologi- 
cal balance and has caused the large-scale runoff of water and soil erosion. Even 
though they have paid a high price, a great many areas have nonetheless etill not 
really given up their obsession with grain, and have not yet started to develop 
those cash crops, or ventures in forestry, animal husbandry, sideline products or 
fisheries that they ought to practice in order to suit the conditions of their parti- 
cular district and to obtain good economic results. This situation has ite exact 
parallel in industrial production. For example, the comditions in some provinces 
and districts are extremely advantageous for the development of light industry, but 
in order to have a self-sufficient setup, @ vast quantity of finanical resources and 
material was employed to put heavy industry into commission, with the result that 
heavy industry was not well organized, and that light industry aleo did not receive 
particularly good development, causing great losses all-round. 


3. Each area carried on a self-contained and complete set of operations, and cre- 
ated its own setup. There are some commodities for which production can be con- 
centrated into a few units throughout the whole country, and thus eatiefy the require- 
mente of all areas, without the need for each area to set up ite own plants. Never- 
theless, each area has built ite own factories in order to have ite own facilities, 
creating a situation which is very irrational in economic term. There may already 
be large factories producing some commodities in a particular area but, all the same, 
emall factories are built next to the larger ones. The conditions of the larger 
factories may be good, their energy consumption small, their production costs low 

and their products of good quality, and they may still not be working at full capacity; 
but the small factories may have a large consumption of energy and high production 
costs; they may even run at a loss, and affect production, bringing about great waste 
in the economy. 
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4. Enterprises were supposed to be “big and complete” or “emall and complete," and 
eo did not ask for assistance in anything. Socialist enterprises should share labor 
and cooperate with one another, and implement specialised production. However, 

many enterprises did not give a thought to economic accounting and, #0 as to be self- 
sufficient, they manufactured everything themselves, from omall component parte 

right up to complete plants, thus making enterprises extremely unwieldy, and causing 
batch sizes of the commédities they preduced to be emall, their energy consumption 
to be large, their production cosets high, and their preduction efficiency very low. 


Naturally, the causes of the above-mentioned problems in production are manifold. For 
instance, certain proportions in the national economy were not well balanced, and 
there were gaps in the supply of eome goods and materiale over a long period; people 
were forced to make their own, for as the saying goes, “If there's no food cooking 
in the communal pot, the only thing to do is to set up your own little kitchen.” 
When, a few years ago, the normal sequence of production was disrupted, and cooper-~ 
tive relations were no longer guaranteed, this situation, too, had the effect of 
making each area want to do as guch as possible for iteelf, to rely less on other 
people and so on. Nevertheless, the basic cause was the influence of the natural 
economy way of thinking, which called for self-sufficiency and independent setups. 


The plan for bringing superiority into play meane that the above-mentioned unreas- 
onable conditions must be revised. Ouwre is a large country, and each region has its 
own preponderances, its own strong pointe; if everyone sets out from the specific 
conditions of hie own area, concentrates on avoiding mietakes, brings superiority 
into play, and gives prom{nence to the most important points, then economic results 
will be greatly improved, and the speed of economic development will be greatly in- 
creased. 


2. How le Superiority To Be Correctly Understood? 


At present, great importance has already been attached by the whole party to the 
plan for bringing economic superiority into play. But what exactly is superiority, 
and how is superiority to be correctly understood? I am of the opinion that, as far 
as economics is concerned, superie#iny means the aspects of maintaining « general 
balance over the situation as a whole, adapting to the conditions of particular areas, 
and starting up profitable enterprises. It is symbolized by good economic results. 
Good economic results means, gost importantl), a high level of productiomefficiency, 
high quality products, low energy consumption, low productiomcosts, and high profi- 
tebility. By carrying out whatever kind of production or enterprise is best suited 
to the natural conditions and level of economic techniques of « particular area, 

and then developing this production or enterprise, reasonably profitable results may 
be achieved with a reasonably emall expenditure of labor. These results will be in- 
sufficient on a regional scale, but they should be judged on a national ecale. it 
can only be called superiority if it is in keeping with the requiremente of society 
and if ite economic results are proved to be good. Superiority and inferiority may 
be said to be gutually comparable, and euperiority is, moreover, a concept of de- 
velopment and change. Because of these conditions of superiority have been estab- 
lished, it follows that it changes and ie changed in accordance with the factors 

of science and technology, the level of production and the requirements of society 
and so forth. Hence, in order to gain an understanding of superiority, it is es- 
sential to conduct specific analysis and comparison in accordance with the specific 
conditions prevalent at different times. This involves four relations which need 
to be dealt with correctly: 











1. The relation between superiority and the current eituation. In deciding what ie 
or ie not superiority, we should work on the basis of the conditions of a particular 
area, we should not make sweeping generalizations saytag that something ie reasonable 
and superior simply because it existe. Some of the present conditions are reason- 
able, and possess the necessary conditions for development, and thie ie a state of 
superiortty. There are some current situations which, because of many years of 
lopsided development or because of certain historical reasons, are actually in the 
position of having no natural resources or of not possessing the necessary conditions, 
and in regard to this kind of current situation, even if the foundations exist, we 
must carry out a specific analysis. The utilization of certain productive forces 
and technical forces needs to be increased, but we muet definitely not continue to 
develop them according to the same old pattern; some may prove to be millstones 
around our necks, and we must carry out readjustmente--basically we must not put 
them in a position of superiority and give free rein to thea. 


2. The relation between prices and results. Superiority requires results to be 
good, and the general manifestations of thie, in economic terms, are low costes and 
high profite. However, many prices are at present unreasonable, and cannot accurate- 
ly reflect the actual situation of economic resutis. For example, if the price of 
coal is inclined to be low, then the profite obtained from coal mining ought to be 
lower than those for many other kinds of products. It should not be thought that 

if the profits to be gained from a particular activity are emall, that activity can- 
not be placed in a position of superiority. 


3. The relation between the part and the whole. To see if something constitutes 
superiority, we must work on the basis of the whole. If the necessary conditions 
and energy resources are available for the manufacture of a certain product in a 
particular area, and if the product is in short supply on a national basis, this 
is in accordance with the needs of superiority of the whole, and full play should 
be given to this kind of superiority. Some circumstances constitute superiority — 
as far as the part is concerned, but from the point of view of the whole they repre- 
sent overproduction, and are unreasonable; these may not be treated as superiority 
and developed, and instead limitations should be imposed on them. To sum up, it 
must be understood that superiority cannot be treated purely on the level of the 
part, cannot be restricted to the interests of the part, while ignoring the inter- 
este of the state as a whole, and that, when contradictions arise between the in- 
tereste of the part and those of the whole, then it is necessary to adhere firmly 
to the principle of subordinating the part to the whole. 


4. The relation between the present and the long term. In understanding superior- 
ity, we ehould not only coneider present interests, but should also direct our atten- 
tion toward long term interests. There are some situations which are acceptable at 
present, but which might give rise to a lot of problems in the long term. For in- 
stance, in areas where conditions are favorable for water conservancy projects, the 
building of reservoirs should be considered from all points of view; we cannot 
allow rivers to have their courses changed or to flood so badly as to cause tor- 
rents of water to flow down the mountainsides, simply because a reservoir has been 
built. Ase a further example, in some areas where local conditions are suitable, 
the increasing of the area of land under cultivation may be acceptable, but careful 
consideration must be given to the possibility of theopening up of wasteland result- 
ing in water loss or soil erosion, or to the disruption of the ecological balance. 


29 








Again, in the exploitation of mineral reserves, we quest look both in front and behind, 
and make equitable arrangements, because if we recklessly increase exploitation for 
the benefit of a certain period, causing the reserves to be exhausted too soon, 

then thie will not be in the interests of future generations. 


3. How Can Superiority Be Brought Into Play? 


In order to give full rein to superiority, apart from resolving the problems on the 
level of ideological understanding, it te aleo necessary to solve many problems 
connected with economic planning and rules and regulations, and with economic policy, 
in order to bring into being the necessary conditions. Roughly speaking, we must 
concentrate on bringing work on the following aspecte to a successful conclusion: 


1. Strengthening planning and guidance, and avoiding blind actions. The socialist 
economy is a planned economy. The bringing into play of superiority should be car- 
ried out under unified plane and guidelines for the country as a whole, and attention 
should be given to maintaining an overall balance. Each region must aleo conscien- 
tiously formulate development plans in accordance with the assignments and the di- 
rection for development promulgated by the state, and also taking into account ite 
own specific situation. Those areas which have a sound economic base, and especial- 
ly areas whose production equipment and technical resources are relatively strong, 
ought to develop towards the highest peak of excellence, supplying society with more 
numerous and more up-to-date products. From the point of view of the country as a 
whole, we should firet concentrate our efforts relentlessly on the weak links of the 
national economy, which at present means that we should give impetus to fuel and mo- 
tive power, and to transport and communications, so as to promote the development 

of the whole economy. 


_ 2. Concentrating reserves. Each region should utilize ite limited finanical and 
material resources first of all in creating a position of superiority. If funds are 
used indiscriminately, and if things are developed in parallel, this will inevitably 

affect the bringing into play of superiority. Funde used for creating a position 

of superiority must themselves first be used in the search for, revitalization and 
transformation of those old-established enterprises which have suitable conditions, 
and only secondly in starting up new enterprises. Further, there should not be an 
excessive number of new projects, and they should be brought into effective use as 
soon as possible. In order to make uee of capital in a concentrated way, projects 
in the process of being set up must be set in order, and those projects where capital 
investment hae been large and the returns small, or those where production cannot be 
started up immediately on completion of construction, must be closed down, and the 
money that can be saved used toward creating a position of superiority. At the same 
time, we may make extensive use of the method of joint management and, by means of 
all kinds of joint management techniques, including those uniting different regions, 
different enterprises, or bringing together the whole people and the collectives, 

or various factories and firms, draw funds from all these areas and use them in a 
planned way to bring superiority into play. 


3. Safeguarding competition. Under the conditions of a soicalist commodity economy, 
competition remains an objectively necessary phenomenon. The competition which 
existe under the conditions of socialiem can play a positive role in giving free rein 
to promoting economic development, and in doing this its negative role can be blocked 
and limited. Through effectively bringing competition into play, and eliminating 
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ite weak points, benefite will accrue with regard to causing things to develop 
toward a higher and better level. In the process of bringing superiority into play, 
we ought to make use of competition, by utilizing in a planned way, the law of value 
and eliminating inferiority in order to promote the development of superiority. 


4. Progressively readjusting prices, tax revenue and profits. In order to encourage 
each area to bring superiority into play by suiting measures to local conditions, 

we should adopt measures in the aspects of prices, tax revenue and eo on which will 
allow the bringing into play of each kind of superiority to attract a corresponding 
profit. For many years, because things were not done strictly according to the law 
of value, the prices of a great many commodities for a long period bore little re- 
lation to their value, and were thus extremely unrealistic. If this situation is not 
improved, it will be impossible for some areas to give free play to superiority. In 
agriculture, because fairly large increases were made last year in the prices of some 
agricultural products, the situation has been greatly improved; nevertheless, there 
are still some things whichareunrealistit in the price ratios amongst agricultural 
goods, and this ie affecting the development of some farm crops. In industry, the 
prices of commodities produced by some parts of the processing industry tend to be 
high, and their profits are also fairly large; on the other hand, the prices of some 
raw and processed materials which are vitally imporzant to society tend to be low, 
and the profits derived from their production are rather small, and this situation 
does not help to improve the attempts of the regions which produce fuels and raw 

and processed materials to give free rein to superiority. If we want to bring super- 
fority into play, we should carry out planned readjustment of the prices of some 
commodities, and bring base prices into line with value. If the readjustment of 
prices is likely to affect the stability of market prices, or to affect the people's 
lives, then the rate of taxation may first be revised. The tax rates for easily 
produced commodities, whose prices are high, and which have large profit margins, 
should be made somewhat higher, and where the opposite is the case, the tax rates 
may be lowered slightly. By using the lever of tax revenue to adjust the profit levels 
of different industries, it will be possible to cause each area to bring into play, 
in a realistic manner, its own superiority. 


5. Insuring the smooth exchange of commodities. The state of affairs where each 
area supplies what the other needs, and where each makes up the shortages of the 
others, is an important condition for promoting the bringing into play of superiority 
in each area. This is the only means whereby each area can give free rein to its 
own specialities, to the best of its abilities, and without fear of any problems 
developing. At present, some of the channels of communication for transporting goods 
around the country are still being impeded, necessary commodities cannot be moved 

in to those places in which they arerequired, and goods which should be moved out of 
a place cannot be moved on time. In order to “safeguard the productive forces in 
this particular area," some districts still stipulate that some goods may not be 
exported beyond the borders of their own province, and that goods manufactured in 
other provinces may not be brought into their province, and have thus strangled 

.cade routes. Solutions to these problems must be conscientiously sought both on 
the ideological level andon the political level. The state must effectively carry 
out the plan for the distribution of commodities, organize allocation and transfer 
of goods, and at the same time it must organize the exchange of market commodities. 
It must smash the rigid system of the means of production not being allowed to come 
onto the market, and, under the guidance of a unified plan, it must permit the means 
of production to be exchangedon the open market as commodities. 
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6. Paying attention to avoiding, and eliminating, shortages. Every area has its 
own etrong points, as well as its own weak pointe. While making the most of an 
area's strong points, one aspect to which attention must be paid is the avoidance of 
shortages; thus, for instance, in areas where electricity is in short supply, proj- 
ects which involve a high consumption of electricity should not be embarked upon; 
another aspect which must be concentrated on ie that of taking the initiative in 
making good one's own shortcomings, especially those shortcomings which, if they 
are not remedied, will adversely affect development. There are three ways in which 
shortages may be made up: First, obtaining the required commodities by means of the 
exchange of commodities between regions, and of each area making up the shortages 
of the others; second, by investing funds, through the methods of joint management, 
in areas possessing suitable material conditions, and, through cooperation in pro- 
duction, providing one's own area with a stable supply of commodities. Third, by 
going all out to make the best of those conditions which pertain in one's own area. 
In short, then, in making up shortages, we must etrictly prevent the resurgence of 
the "big and complete," or "small and complete" way of doing things. 
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ECONOMIC PLANNING 


"ANHUL RIBAO' CRITICIZES BUREAUCRATIC INCOMPETENCE 
OW121700 Hefei Anhui Provincial Service in Mandarin 1100 GMT 12 Oct 80 


[Excerpts] ANHUI RIBAO of 12 October front-pages a letter from (Lin 
Qing) to comrade editors. The letter is entitled “Why Has Such a 
Profitable Deal Not Been Handled in Time?" 


The Huainan Leather Goods Plant applied for a short-term loan of 
$10,000 in August 1979 to import sipper sewing machines to make workers' 
flannel gloves for export. It is estimated that the plant can increase 
the output of gloves by 240,000 dozen annually. This will increase 
income by 1.92 million yuan, profit by 380,000 yuan and tax by 96,000 
yuan, and it may also increase foreign exchange by $500,000. This is 
really a very profitable deal. However, it cannot be easily realized. 
For more than a year, the plant and the Huainan Municipal People's Bank 
have sent personnel to Hefei on more than 10 occasions to contact the 
relevant departments for the loan negotiations. But at present the 
procedure still has not been completed. 


The newspaper carries an editor's note in this connection, asking when 
will such an abnormal phenomenon be changed? Obviously it is necessary 
and urgent to change the economic management system and the work style. 
We hope that the relevant departments and the cadres and workers on the 
industrial ani communications front will all sum up experience and 
discuss ways tc reform the economic management system and overcome 
bureaucracy so as to push development of the modernization program. 


CSO: 4006 
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ECONOMIC PLANNING 


PRC ECONOMIC JOURNAL ON DISCUSSIONS OF MARKET REGULATION 
HK170915 Beijing JINGJI GUANLI tn Chinese No 8, 15 Aug 80 pp 30-33 


[Extracts from speeches delivered at biweekly discussions on economic problems (Part 
I)--"How To Carry Out the Principle of Combining Regulation Through Planning With 
Regulation by the Market"; passages within slantlines denote boldface] 


[Text] [Editor's Noted] "The biweekly discussions on economic problems" sponsored 
by our editorial department have gone on for more than a year. Beginning with the 
3lst session of these discussions, we have been discussing the issue of how to com 
bine regulation through planning wtth regulation by the market. This is an issue of 
major importance with regard to the current structural reform of economic management. 
Excerpts of major speeches will now be published in succession and readers are wel- 
come to send in letters or articles in order to join timediscussions. [end editor's 
note } 


/Market Regulation Enlivens the Economy of Iron and Steel Industry/--by Liu Kexun 
[2692 0344 8113], Research Institute of Economics Under the Ministry of Metallurgi- 
cal Industry 


In order to study the market regulation of rolled steel, some investigation groups 
were dispatched by the Ministry of Metallurgical Industry to the Chengdo Seanless 
Tubing Mill, the Chongqing Iron and Steel Company as well as to medium or small- 
size steel plants in Jiangsu Province. They also held discussions with comrades 
from the Anshan, Wuhan and Taiyuan steel companies. The comrades concerned are of 
the opinion that under the guidance of the state plans, such material as rolled 
steel which is subject to unified purchase and marketing can also be handled in a 
more flexible way. This is conducive to the growth of socialist economy. 


/The Situation Demands That Rolled Steel Be Regulated by the Market/ 


Since regulation by planning cannot entirely solve the problem of rolled steel-- 
some can neither be distributed nor can it be purchased by the material departments 
— the enterprises have no other way but to find their own markets. All this has re- 
sulted in breaking the monopoly of the material departments and causing both pro- 
duction and marketing of rolled steel to thrive. 


In the past, the production and circulation of the nation's rolled steel were com- 
pletely controlled under state planning and enterprises could make no decisions, 








not even concerning a single piece of steel. Since thapolicy on readjustment of 
the economy was begun last year, there have been great changes with regard to the 
needs of rolled steel products for various departments. Such products as medium 
plate and high-grade steel which used to fall short of demand are now in excessive 
supply. Though the output of wire and welded pipe increased by a big margin, it 
failed to meet market demands. By regulation through planning, the Ministry of 
Metallurgical Industry succeeded in curtailing 1.53 million tons of products which 
were in excessive supply and increasing 2.36 million tons of products in short supply. 
All this has played an important role in readjusting the structure of products and 
linking production with demand. Some products, however, are not easily disposed of. 
The surplus products amounted to 9.83 million tons last year and 0.55 million tons 
in the first half of this year. These products can neither be distributed nor be 
purchased by the state matertal departments concerned. Under such circumstances, 
the enterprises have no alternative but to find their solutions. 


There are two obvious solutions: One is to reduce the production plan or to some 
extent suspend operation and let the state assume all responsibility for the losses; 
the other is that under the precondition of fulfilling the state-assigned targets, 
the enterprises find their own markets for their surplus products by utilizing mar- 
ket regulation. A great many enterprises hold that partial suspension of operation 
will not only idle existing productive forces but also have a direct bearing on the 
vital interests of the staff and workers. Without bonuses, the workers will be 
worse off. Therefore, the enterprises are completted to find their own markets. 

To some extent, the success or failure and the rise or decline of the enterprises 
hinges on whether they will be able to market a part of their rolled steel products. 
This was also considered to be the crux for setting the workers’ minds at ease. 


In June 1979, owing to great difficulties in distributing medium plate products, the 
Chongqing Iron and Steel Company overstockpiled 0.1 million tons of steel billet, used 
more than 200 million yuan of circulating funds and took out an overdraft of 50 
million yuan in bank loans, thus paying 5,000 yuan more in interest daily; the credit 
funds which the company owed to other unite reached 15 million yumn and a fine for 
delayed payment was more than 5,000 yuan each day; and the profits which it delayed 
turning in and owed to the state amounted to over 17 million yuan. As a result, the 
Chongqing Iron and Steel Company was beset with crises. At the second half of the 
same year, the company began to encourage regulation by the market. On one hand, 

the clients were invited to directly place orders for the products of rolled steel 
and sign contracts; on the other, the company sent people to 16 provinces and muni- 
cipalities, promoting the sale of its steel products. As a result, the company which 
formerly waited for projects could now operate at maximum capacity. Last year, on 
the basis of completely fulfilling the contracts of orders with the state, the com 
pany sold 129,000 tons of steel products through its own channels, making a profit of 
18 million yuan. The output of steel products reached 0.68 million tons and the 
company turned in 54 million yuan of profits to the state, setting the highest re- 
cord level in its history. People said with deep feeling: "Market regulation 

has enlivened the Chongqing Iron and Steel Company." 


Through the market regulation of rolled steel products, we have overcome limita- 
tions in the following five aspects: 1. We have overcome the limitation whereby 
the operation of enterprises depended entira@ly on the state-assigned production plan. 
Now the production of rolled steel products is composed by both the contracts from 
the state orders and the orders acquired from individual enterprises. 2. We have 
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overcome the limitation whereby the means of productiamare not taken ae commodities. 
We can now advertiae rolled steel products ae commodities and promote the sale by 
organising sales exhibitions or sales ona commission basis. 3. We have overcome 
the limitation whereby industrial departments could not engage in trade. The Anshan 
Iron and Steel Company ran a retail shop selling rolled steel products and even con- 
ducted 4 traneaction ae emall as 0.2 kg of eteel products. For half a year, the shop 
has marketed over 20,000 tone of steel products. 4. We have overcome the limita- 
tion whereby competition should not be carried out among state-owned enterprises. 
Emphasis te put on improving the quality, raising the variety of products and prac- 
ticing the principle of emall profite but quick turnover. 4. We have overcome the 
limitation whereby there is only a single price with regard to rolled steel prod- 
vete. Now, the syetem of floating price and prices agreed upon by both sides has 
been introduced on the market. 


/Bright Prospects for Market Regulation of Steel Producte/ 


The market regulation of steel products originally aimed at solving the problem of 
overstocking ie now being used to increase production of readily marketable items in 
accordance with market demande. So far as the process of development is concerned, 
the market regulation has played an important role in the following four aspecte: 


1. Counteracting the weaknesses of regulation by planning. To encourage enter- 
rpises to market products by their own channels leads to circulation of products 
which are not included in the etate plan. Such a practice is welcome by clients. 
Take the No 2 Automobile Factory for example. it planned to overfulfill the produc- 
tion quota last year by manufacturing 5,000 more automobiles. However, the stee) 
products which were distributed by the higher authorities concerned were in short 
supply. The factory could only solve the problem by purchasing cold-rolled sheet 
steel from the Wuhan Iron and Steel Company and steel plates from the Chongqing Iron 
and Steel Company. In Sichuan Province, 800 tons of medium plate were badly needed 
for about 100 water conservancy projects. On numerous occasions the Bureau of Water 
Conservancy asked the higher authorities concerned for the supply of medium plate, 
but to no avail. It wae not until last year that the bureau managed to purchase a 
supply of medium plate which the Chongqing Iron and Steel Company directly sold on 
the market. Comrades from the Bureau of Water Conservancy were very grateful to the 
latter and said: “You have done a very good turn to the people throughout the coun- 
try." In Wuxi County, Jiangsu Province, the consumption *f rolled steel products 
last year amounted to 10,000 tons, 90 percent of which were the result of regulation 
by the market. 


2. Increasing production and accumulation. The initiative of an enterprise and the 
enthusiasm of workers are brought into full play and the potential of an enterprise 
fully tapped. In 1979, the Taiyuan Iron and Steel Company succeeded in marketing 
110,000 tone of steel products through ite own channels. As 4 result, not only did 
the company manage to overfulfill 70,000 tons of steel products, setting the high- 
est level of annual output of 0.72 million tons but aleo managed to turn over 121 
million yuan of profite to the state, the highest level ever reached in the Taiyuan 
Iron and Steel Compamy for the past 30 years and wore. In 1979, through regulation 
by the market the Anshan Iron and Steel Company surpassed the production of 176,000 
tone of steel products which were directly supplied on the market and obtained 49.84 
million yuan more profite. all this was done without increasing energy consumption. 
Various sectors of the national economy, in particular, could increase production 
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and income by useing the steel products provided by the market. Take Jiangeu Prov- 
ince for example: 200,000 tone of rolled steel producte were purchased on the market. 
After somes processing, they were ueed in agriculture, textile and light industries 
and commune-run enterprises, As a result, the province increased by 400 million yuan 
in accumulation. 


3. Rateing the quality and improving the variety of steel products. By market re- 
gulation, the enterprises are compelled to try their utmost to enliven their economic 
management and become more competitive. Spurred by the impetus ineide and pushed 

by the preseure outside, to put variety and quality in the firet place ie no longer 
a slogan. Inetead, it hae become the guide for action. The Chengdo Seamless Tubing 
Mill which traditionally ueed to produce heavy-caliber tubes hae now tried every 
meane to turn out Light-caliber ones, reaching an output of 5,000 tone by the firet 
quarter of the year. Seventy technicians were concentrated in 10 special groups in 
order to tackle key problems concerning quality. In so doing, periscope tubes, fluke 
pipes for traine and landing gear tubes regained their high reputation. Moreover, 

to make the products more competitive, the mill signed contracts with the Taqing 
oilfield, manufacturing ofl pipes in accordance with the standard set by the Ameri- 
can Petroleum Inetitute. Thus, the local products have gradually replaced the setee) 
tubes which were imported from abroad and are now ready to enter the international 
market. 


4. Changing managerial thinking of an enterprise. Through the market regulation of 
steel products, more and more people have realized that production cannot be promoted 
without improving management and the regular practice of “everyone eating out of the 
game big pot’ will not do. The Chongqing Iron and Steel Company began to attach 
great importance to economic administration and management. The firet deputy di- 
rector was put in charge of the marketing department. The company broke down the con- 
vention of overemphasizing planning and giving little attention to marketing and 
carried out the managerial system in the order of marketing, supply and product ica. 

In addition, complete sets of products were marketed according to the users’ demand. 
While selling boiler plates, the company simultaneously supplied boiler tubes, channel 
iron and angle steel. Thus, the sales volume are enlasged. In the Taiyuan Iron and 
Steel Company, marketing was encouraged to have a direct contact with production. 
Such a practice was taken as an impetus for improving business management of the 
enterprise. In the past, oil drum plates were produced according to the targets set 
by the state. However, the oil drum factories found the plates outdated when the 
materials were finally distributed to them. This was because there were some dis- 
tinctions with regard to the drum plate used for the cover, the body and the bottom. 
Moreover, special regulations were needed for anti-presesing property of the cover. 
Specialized production has now been organized in accordance with the concrete de- 
mands of the users and acid treatment has increased. Thus, complete sete of drum 
plate have been turned out in accordance with different size of the cover and the 
body. All this is warmly velcomed by the users. 


/Probleme That Call for Solution/ 


Practice has proven that the market regulation of steel products is not an expedient 
measure. Instead, it is a long-term policy which makes the production, the enter- 
prise and the economy more lively. We should make an all-round consdieration, make 
the best use of the situation and energetically find a solution for the problems 
cropping up in the process of marketing the products by the enterprises. 
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In the case of the market regulation of eteel products, the major problem that arises 
ie that there is, to some extent, the contradiction between self-marketing and the 
distribution controlled by the etete plan. Ase far ae the distribution of steel prod- 
ucte te concerned, the pian worked owt by the higher euthorities ie now merely gen- 
eral planned figures without indicating the target of variety. Under these circum 
etences, the material departments would rather purchase the products in short supply 
than those which are etockpiled. They would like to put an enterprise under their 
control ineatead of giving Chmlatter any right of marketing ite own products. Con- 
sidering that there te no target of variety and it ie hard for an enterprise to ex- 
ercisee sound judgment over the variety in the process of self-marketing, the mater~ 
ial departments concerned will inevitably find it hard to fulfill the planned figures 
of products which are under unified dietribution. In order to correctly handle thie 
contradiction, the enterprises should market some eteel prodcute through other chan- 
nele under che guidance of state planning; in marketing their eteel products, they 
should confine self-marketing within a certain limit in accordance with the regule- 
tions approved by document No | of the Central Committee of the Chinese Communiet 
Party and they should resolutely carry out the principles of putting those which 

are included in the state plan ahead of those which are not included, of putting 
the interest of the state ahead of the interest of localities and the key sectors 
ahead of the others. At present, gost of the enterprises gust stick to these prin- 
ciples. 4 emall number of enterprises which deviated from the correct path should be 
further supervised and dealt with severely. We should not take « laieser-faire at~ 
titude and let things go unchecked. 


Pundamentally speaking, the key to preventing and overcoming the blindness in the 
market regulation of steel producte lies in reforming the existing system of planning 
and material control, strengthening man@gement of material departments and enlivening 
the circulation of goods. 


1. Work of planning should be improved and guidance over the market regulation 
strengthened. At present, there are fairly big shortcomings with regard to the 
distribution plan of eteel products worked out by the etate. This a1) calle for 
immediate solution. Yearly plans should be drawn up and relayed in advance and the 
abnormal state of placing orders ahead of planning should be stopped. We should 
strengthen market investigation and forecast of steel products so that the state 
plane could give expression to the aarket demand and with both targete of quantity 
and variety, the enterprises could work out their plans on the basis of contracts, 
promote production according to demand and get rid of unhealthy tendencies of pick- 
ing up goods, going in for production and purchasing in a blind way. Steel products 
imported from abroad should be well coordinated with domestic ones. On one hand, 
we should exercise control over the plan of importing steel products from abroad. 
All the steel products which have good assortments and are sufficiently produced at 
home should not be imported from abroad. Those which are poor in quality should be 
tackled seriously and those which are improperly priced need to be readjusted; on 
the other, we should employ all available means in taking measures and providing 
conditions for solving the outlets of products which are in excessive supply at 
home, either by reducing the production to some extent or by exporting to the inter- 
national market. In order to develop the national economy and properly combine re- 
gulation by the market with regulation through planning, there must be a stable and 
practical long-term program. We should make a ecientific forecast with regard to 
the demands of steel products for the next 5 to 10 years. In addition, we should re- 
adjust and arrange for the productive capacity of steel products in a rational way 
and develop some market centers of steel products according to economic regions. 











2. Further opening up circulating channele for eteel products and promoting the 
linking of production with demand. The market regulation of steel products which 
atarted from regulation of cireulation to regulation of productionané consumption 
has ylelded good results, thue making « breach in the planned distribution and state 
monopoly for purchase and marketing, and changing the situation in which production 
and demand often drifted apart. Wowever, we etill fail to link production with de- 
mand and make the former have 4 direct contact with the latter. According to the 
investigation made by the Chongqing Iron and Steel Company, in 1978, the coneump- 
tion of steel products in various unite in Chongqing (mot including military indue- 
trial enterprises and collective enterprises) totelled 215,000 tonsa, of which only 
20,000 tone or 9 percent were supplied by the Chongqing Iron and Steel Company. Aa 
@ matter of fact, the company could readily supply 158,000 tone or 73 percent of 

the total consumption. Thue, an irrational phenomenen occurred. For imetance, pro- 
duction and demand drifted apart; the search went far and wide for what wae close at 
hand; and excessive expenditures were paid for freight which could have been avoided. 
Many enterprises urged that situation be changed. A product-setandardiszing mill in 
Chongqing complained that 5,000 tone of V-block (eteel products) were needed in the 
mill every year but they were allocated and traneferred from other regione by the 
material departments concerned. The mill could save 75 yuan or 375,000 yuan a year 
each ton of freight and management expenses if the steel products were directly sup- 
plied by the Chongqing Iron and Steel Company. All thie has a very important bear~ 
ing on lowering production coste and making the products more competitive. To solve 
these problems thoroughly, we should reform the present economic system of management, 
break with the conventions that steel products should be distributed in a planned 
way and the purchasing and marketing be monopolized by the state and increase the 
circulating channele of steel products; we should break with the conventions that 
steel products can only be circulated within the administrative divisions or re- 
gions; and we should carry out the system of direct supply and let a circulation sye- 
tem develop. in the meantime, the material departaants shoudl properly keep goods 
in reserve and play the role of “cieterne™ in circulation. 















ECONOMIC PLANNING 


ON RESTRUCTURING COMMERCIAL WORK 


WK241257 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT) in Chinese No 8, 
15 Aug 80 pp 6-10 


[Article by Sum Gangruo [1327 0474 5387) and Tao Fei [7118 3836) "Restruc- 
ture Commercial Work to Promote Production--Investigation on the Relations 
Between Industry and Commerce in Changzhou City") 


[Text] The process of social reproduction unifies the processes of produc- 
tion and circulation; circulation here refers to the circulation of social 
products. From the point of view of the relations between production and 
circulation, circulation is the motivating force for the continuation of 
production. In the process of continuous social reproduction, circulation 
provides raw materiale for production and transfers products to consumers. 
Therefore, circulation and production are an entity and they depend on each 
other. The development of production depends on the extent of circulation 
while the expansion of circulation of commodities on the other hand promotes 
production. The experiences gained by Changzhou City in improving commer- 
cial work and correctly handling the relations between industry and com- 
merce show the dialectical relations between production and circulation. 


(1) 


Changthou City is situated in the southern part of Jiangsu Province, just 

in the middle section of the Shanghai-Ningxia Railway. At present, it has 
405 industrial enterprises with an annual average growth of 13 percent. 
Gross industrial output value in 1979 was 3.24 billion yuan, 40 times the 
figure in 1949. The average per capita output value in 1979 was 8,984 yuan. 
As industrial production has developed quite rapidly, not only has the city 
accumulated a large amount of capital but it has also apparently improved 
the people's living standard: 1) The income of the state has been increased. 
The state income in 1979 was more than 514 million yuan, 1,200 times higher 
than the early days of liberation and almost 10 times higher than 1957. 

Over the past three decades, the city turned over 5.67 billion yuan to the 
state, the highest average per capita accumulation among big and medium 
cities throughout the country. 2) the number of employed has been increased. 
The city has a population of 360,000 with the number of employed comprising 
over 240,000 or 67.5 percent of the total population. There is virtually 
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no unemployment in the city. 3) Third, the people's Living etandard hae 
been improved, The average per capita monthly income ise now 31 yuan, 

more than 3 times higher than 7.2 yuan, the figure for the early liberation 
days. 4) The market hase become brisk. Since the founding of new China, 
retail sale of social commodities on average have increased by 5.5 percent 
per year. Total retail volume in 1979 wae five times higher than the early 
daye of liberation and twice that of 1957. The development of material 
production has tremendously changed the life of the people. 


(11) 


The city's industry is characterized by many locally run enterprises, medium 
and emall enterprises, collective enterprises, processing enterprises and 
enterprises manufacturing consumer products. The induetry has developed 
rapidly due to the measures taken to organize medium and emall enterprises 
in carrying out coordination for specialization. Such industrial features 
demand that commercial and industrial departments carry owt their duty well 
and by speeding up circulation, promote exchanges of commodities among enter- 
prises and link all the enterprises into one entity so that the whole pro- 
cess of social reproduction can be carried out smoothly. 


The city's commerciel and industrial departments have displayed their role 
mainly in the following two aspects: they have taken active measures to 
create conditions for production by supplying raw materials and accessories. 
For example, they have supplied yarn for the textile industry and grey cloth 
and chemical materials for the printing and dyeing industry. On the other 
hand, they have expanded sales channels to ensure production. As the city 
has many locally run enterprises engaged in light industrial and textile 
production, the commercial departments have to purchase more products from 
such enterprises. And with the development of production, the variety and 
quantity of products purchased by the commercial departments has increased 
every year. More than 300 commercial units have established sales and pur- 
chasing relations with industrial departments. In 1979, these commercial 
units purchased more than 1,200 varieties of local industrial products at 

a total of 750 million yuan. Of these commodities, 60 to 70 percent were 
transported to other markets throughout the country while over 90 percent 
of the fabrics were transported eleewhere with in and outside the province. 
This shows that the purchasing work of commercial departments is directly 
related to production, local and overseas markets and the needs of the broad 
masses of consumers. Commercial departments have also rendered great help 
to industrial production by supplying commodities to the markets, doing a 
good job of organizing the economic life of urban people and ensuring the 
sale of the industrial departments’ products. Due to the improvement of 
their work over the past 3 years, the commercial departments have been able 
to play an active role in expanding the circulation of commodities and in 
promoting industrial production. In carrying out the instructions of the 
3d plenary session of the party Central Committee: “To combine planning 
readjustment with marketing readjustment and pay full attention to the role 
of the market with planned readjustment as the key." In particular, these 
departments have paid more attention to the objective laws of the socialist 
planned commodity economy and the various aspects of production by paying 
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attention to circulation. ([K241259) In thie respect, they began by or- 
ganizing the circulation of commodities and adjusting the relations between 
industry and commerce, putting tato effect the following six pointe: 


l. Products Must Be Marketable 


in developing ite industry, the city paid attention to producing 
goods for which there is a ready market. Over the past two decades, it has 
been able to turn out a number of well-received products, such as corduroy 
that won a state gold medal, 195 “East Wind" brand diesel engines and hand 
operated tractore that won eilver medals and "Water Moon" brand variegated 
khaki that ie famous at home and abroad. Following the principle of pro- 
ducing what is needed by society, the city's industrial departments tock 
measures to strengthen the competitiveness of the products and quality con- 
trol of the commodities before they are marketed in order to maintain their 
reputation. Commercial departments took similar measures to help improve 
the quality of the products. With these achievements, both industrial and 
commercial departments proceeded to improve their relations. Commercial 
and industrial departments often are on opposing sides with regard to the 
quality and quantity of commodities. The city's commercial departments took 
the initiative to help industrial departments in the following ways: 

1) Know the market: After each commercial management company participates 
in various supply meetings, they should take the initiative to brief the 
management departments of industries on the situation and introduce sales 
and market information to the factories and sponsor activities to select 
and determine production according to different products. Industry and 
commerce should arrange for purchases and sales according to the market. 
For example, department stores hold meetings to select and determine pro- 
duction twice a year. The semiannual sales plan must be arranged earlier 
so that the plants can make early preparations and arrangements for the 
task of production while the commercial departments can see the situation of 
the supply of merchandise early and can sell early. 2) Propose the 
direction: Exhibits to compare quality of products should be held. 
Advanced samples and technical information should be provided so that the 
industrial departments can follow a definite direction in improving quality. 
For example, the textile companies have collected 298 superior samples from 
19 major producing areas throughout the nation and have held exhibits to 
compare the quality of products of the same category, thus promoting the 
elevation of the quality of locally produced textile products. 3) Serve 
as advisor: Commercial departments helped the electrical and communica- 
tions equipment plants utilize transistors selected after the production 
of facsimile machines for trial production for 1 month after which time 
they officially went into production in an effort to open up sources for 
such products as table top model semiconductor radios and taperecorders 
needed on the market. In 1979, the commercial departments purchased 

20,000 sets. This enriched the market supply and also solved the conflict 
of an insufficient task of production at this plant. 














2. Rational Distribution of Profite 


The conflict in the distribution of profite between the industrial and 

the commercial sectors ie often manifested in the price of the producte. 
This te because whether the prices are set reasonably affects the enthu- 
siaem of production and operation and aleo affecte the economic benefite 
and operation and management of each of the commercial and the industrial 
sectors. When Zhangzhou City's industrial and commercial departments 
distributed the profite, attention was paid to starting out from the 
actual eituation and business was conducted through negotiation for rea- 
sonable distribution: 

1) commercial departments would take less profite when theire are higher than 
those of industrial departments. The commercial purchase and sale prices 
disparity rate of soda was originally as high ae 14.3 percent while indus- 
trial profit rate was only 3.1 percent. The industrial profit rate was 
then readjusted to 9 percent and the commercial disparity rate was readjusted 
down to 8 percent. On the other hand, industrial departments would also 
make concessions when they found that they are making huge profits while 
commercial departments are suffering losses. For example, when commercial 
departments lost profits in marketing three-wheeled vehicles, industrial 
departments made the concession to increase commercial purchase and in- 
creased sale disparity rate from 9.6 to 12.41 percent. 2) In determining 
the prices of new products, producer prices are generally set high because 
of the initial costs of product development. Such practice is in the in- 
terest of the eventual mass production of these products whereupon produc- 
tion coste will gradually be lowered. For example, the cost of producing 
the locally made inexpensive cameras was 29 yuan but it was only sold at 

35 yuan, with a disparity rate of only 6 percent. With such a sale price, 
the commercial departments could only recover cost. But industrial depart- 
ments supplied the market with these cameras under the principle of “selling 
more with lese profit" with good results. 3) For those goods needed by 
customers and yet their prices could not be normally fixed because of high 
production costs, commercial departments then readjusted the methods of 
purchasing and selling by promising factories to directly contact shops or 
appoint their own agents. Such measure helped cut down circulation and 
save expenses while at the same time promoting increase production. For 
example, the locally made quality portable fans are sold for as low as 132 
yuan each by agents who receive a commission of 2 yuan for each fan sold. 
This method of marketing has strengthened the competitiveness of the fans. 
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(HK241301) 4) Regarding the irrationally priced commodities that factories 
are not interested in producing but are needed in the market, commercial de- 
partments would readjust the prices with approval of the departmente concerned 
in the interest of industrial departments. For example, a plastic sandal 
factory suffered losses and was forced to stop production for 7 monthe 
following readjustment in the prices of the sandals. Commercial depart- 
mente then carried out investigations, and with approval of the depart- 

ments concerned, they again readjusted the prices eo that the factory could 
make some profit. Displaying ite initiative, the factory resumed production 
and produced 760,000 pairs of sandale instead of the 400,000 which were ori- 
ginally planned. The factory not only expanded production, but aleo enriched 
the market, 


3. Adequately Supply Raw and Other Needed Materiales 


The Changzhou Corduroy Factory once urgently needed rose-red dyestuff to 
produce rose-red corduroy but it could not get it from commercial departments. 
As a result, this color corduroy was out of stock for over 2 years. This 
served as a lesson for the commercial departments which came to realize that 
the supply of raw materials to production departments is the core for smooth 
production. With this understanding, commercial departments paid more at- 
tention to organizing the supply of raw materials. The basis of the city's 
printing and dyeing industry was formed only after 1970, with comparatively 
backward management and technology. Its annual dyeing capacity was only 

260 million meters. But with more small printing and dyeing factories built 
in many places over the past 2 years, grey cloth and other printing and 
dyeing materials were in short supply. To solve this problem, commercial 
departments [word illegible] organized the supply of several hundred thou- 
sands meters of grey cloth and several thousand tons of chemical dyeing 

and auxiliary materials through various channels to meet the needs of the 
industry. 


4. Organize the Purchase of Products Well 


Industrial and commercial departments changed their operating method from 
“selling according to production" to “producing according to selling." Some 
products not in demand in the market were kept in the warehouses of both 
industrial and commercial departments in order to ease both production and 
circulation. There developed a major contradiction between the two depart- 
ments as to whether or not they could handle such products in due time. The 
commercial departments then took the initiative and helped industrial de- 
partments sell the products. In this way, industrial departments had less 
of a burden and had more capital for production. The commercial departments 
did this in the following ways: 1) They sold the stockpiled goods of the 
industrial departments as long as they were still salable even when they 
themselves had an excess of such goods. 2) They purchased and tried to 
sell unsalable goods that were stockpiled in the two departments while 

they discussed ways that could best change the production of the goods. 

3) They tried to sell unsalable goods produced by the factories that could 
not, for the time being, shift to producing goods that were easier to sell. 
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At the same time, they discussed with che industrial departments how to 
help the factories improve or change their production. The industrial 
products purchased by commercial departments are no longer stockpiled since 
they practiced the method of "producing according to selling" beginning 
last year. 


5. Do a Good Job in Circulating Goods 


We must do a good job in expanding the circulation channels for commodities. 
While market situations changed drastically in 1979, wholesale commodities 
were overstocked which affected capital turnover and production. The com 
modities commercial departments took the following measures to expand the 
circulation of the commodities: 1) The holding of commodities regulating 
faire to solve the stockpiled goods of the wholesale units in consumption 
areas. In addition, commercial departments took all responsibility for the 
return, readjustment of supply and compensation of all the fabrics turned 

out by the city to encov.iage wholesale and retail unite to accept more goods. 
2) In order to expand circulation, the city's industrial and commercial 
departments organized their staff in 1979 to sell their products in over 

20 provinces and municipalities throughout the country. The fabric selling 
stations sold over 2 million meters of polyester khaki in Yunnan Province 
and other places netting over 7 million yuan. 3) Commercial departments 
investigated the situation in rural areas to expand sale and catalogued hard- 
ware, electrical accessories, chemical and other material products for big, 
medium and small supplying and marketing cooperatives. As a result, the 145 
cooperatives in economic zone are able to expand their commodities to 300 

to 400 varieties. The value of daily used industrial products supplied by 
commercial departments to the cooperatives in 1979 was 30 percent higher 

than 1978. According to their different nature, some goods are purchased 

by purchasing stations, some are transferred to wholesale units while some 
others are sold by retail units. Large quantities of products made within 
the province and marketed throughout the country are purchased by the 

second grade stations while the rest are transferred to wholesale units. 

Some new products are directly sold by the factories to shops. Such measures 
helped lessen the links of circulation, shorten circulating period, are more 
convenience for the production departments and display the initiative of 
retail enterprises. 


{[HK241305] 6. Increase the Number of Commercial Points 


Commercial retail points are the last links of circulation. In order to 
follow the development of production and people's living standard, the city 
took various measures to add more retail points and bring more conveniences 
to the people. As a result, an additional 500 retail shops were set up in 
3 to 4 years, almost doubling the number of the existing ones. Based on 
the whole population of the city, there are now about 3 retail shops for 
every 1,000 people. This situation not only brings conveniences to the 
people but also expands the sales volume of commodities and promotes pro- 
duction. 











(111) 


From the enormous work done, the city's commercial and industrial depart- 
ments have gained the following main experiences: 


First, the relations between industrial and commercial departments can be 
adjusted well as long as the objective law of commodity economy is fol- 
lowed in organizing the production and circulation of commodities. In 
organizing economic activities, the city realized through positive and nega- 
tive experiences that once they paid attention to circulation, production 
would develop; but when they neglected circulation, production was adversely 
affected. The concept of "purchasing what is produced in volume according 
to production quantity" was once very popular. This idea in fact denied 

the role of circulation as well as production. The "gang of four" criticized 
the "theory of circulation as the deciding factor" to completely deny the 
role of circulation. Such criticism was in fact a typical example in deny- 
ing the objective law of commodity economy. It shows that we must in no way 
follow the subjective reasoning in handling the relations between industry 
and commerce, The city has paid much attention to grasping at the same time 
both production and circulation. In carrying out the national economic 
principle of "readjusting, restructuring, consolidating and improving," the 
city paid proper attention to circulation, through which it grasped the de- 
velopment of production. For this purpose,. the city party committee set up 
a leading grour for coordinating industry and commerce in order to balance 
the relations between supply and sale and to coordinate industry, commerce 
and trade. Regarding industry, the city decided that production must serve 
the markets and consumers, while the sales volume could be increased by 
lowering the costs. The city also decided that it must have its own "ace" 
products and other products which have strong competitiveness. In coor- 
dinating the relations between industry and commerce, it paid attention to 
its role in circulation. In its efforts to make itself a reliable "com 
mercial management department" for the production departments, the city, 
basing itself on its commercial features, relied on its own advantages to 
link all production units. 





Second, whether or not the interests among industry, commerce and enter- 
prises are handled well is a key question on how well the relations between 
industry and commerce are handled. The economy of our country is the 
socialist commodity economy which is developed in a planned way. We also 
have to acknowledge that because of the relations of commodities and cur- 
rency, objectively there exist different ecomomic interests among enter- 
prises. Therefore, we must pay attention to the economic interests of each 
enterprise. Under the existing price management system, industry, commerce 
and enterprises do not have the right to change the prices of commodities. 
But on the other hand, they have, through the role of the law of value, to 
readjust the supply and demand of commodities so as to promote production 
and meet consumers’ demands. Industry and commerce are often in conflict 
with each other because of the distribution of profits. In fact, there are 
many reasons for this conflict, such as irrational pricing and tax systems 
that must be gradually resolved through the restrueturing of the whole eco- 
nomic system. Another reason involves the question of how to rationally 
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handle che interests of industry and commerce. In handling economic inter- 
ests, the city's industrial and commercial departments paid attention to 
the importance of distributing profite rationally and they respected each 
other's economic interests. They did not "eat out of the same big rice 
pot,” yet they paid attention to developing production and promoting sales. 
Such measures were important in handling well the relations between indus- 
try and commerce, It can be said that the relations of economic interests, 
the amount, prices and quality of commodities, the contradiction between 
purchasing and selling, the question whether the industry is willing to 
produce and the commerce is willing to sell...all theese questions are con- 
trolled by the inner law of commodities, that is the law of value. There- 
fore, so long as the interests between industry and commerce are handled 
well according to the law of value, conflicts between industry and commerce 
can be resolved. 


Third, to coordinate well the relations between industry and commerce ac- 
cording to the inner law of economic activities and make these relations é 
systematic is an effective method of organizing economic activities in ac- 
cordance with an economic method. Some products in the city are circulated 
according to contracts between industrial and commercial departments so that 
state planning can be based on these contracts. At the same time, these 
departments constantly summed up the experiences in handling well their 
relations and systematized the most efficient method so that their annual 
planning are based on the balances of quarterly and monthly plans. [HK241307] 
Since the city's printing and dyeing industry began operation in 1964, the 
industrial, commercial and trade departments have held regular "contact 
meetings" in order to balance the relations of production, supply and sale. 
Industrial and commercial departments also jointly held two meetings yearly 

to decide on the production of general merchandise and implement the related 
contracts. They also set up the system for examining and receiving goods 

and for quality control by examining the goods. All these constituted an 
important experience for the city in handling well the relations between 
industry and commerce. 


Fourth, to develop various purchasing and selling forms according to pro- 
duction and expand channels for circulation of goods are ways to actively 
develop the relationship between industry and commerce. For many years, 
our country has only a single channel for circulating goods, a single pur- 
chasing and selling form and a single economic composition. Such a situa- 
tion does not accord with the level of specialization of production. As 

a result, the circulation has been partly hindered ‘-* effects production 
of commodities. The city paid much attention to ‘-g circulation 
while at the same time developing production. In . ».° wting the rela- 
tions between industry and commerce, it also strived t. diversify economy, 
establish more forms of purchasing and selling, expand circulation chan- 
nels, improve the capability of reserving and transporting goods and ex- 
pand the sale of commodities to ensure that all the commodities can be 
constantly marketed. In addi ion to developing state commerce and supply 








and marketing cooperatives, the city also developed collective commercial 
departments with independent accounting and sole responsibility for their 
profits or losses. The number of the collective commercial points in 1979 
made up 34 percent of the city's total commercial points. The city also 
approved the establishment of 175 "third generation shops" and shops run 

by factories. It also issued licenses to over 300 cooperative groups and 
individual shopkeepers. Free markets for trading small industrial products 
have been set up. All these measures not only brought conveniences to the 
masses of the people and expanded saie but also constituted vigorous com- 
mercial support for industrial production. 


cso: 4006 
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FINANCE AND BANKING 


ROLE OF BANKS IN EXPANSION OF ENTERPRISE AUTONOMY 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING ]in Chinese No 5, May 80 pp 811 


(Article by the Chengdu Branch of the Chinese People's Bank: "A Dis- 
cussion of the Role of Banking in Expansion of Enterprise Autonomy” | 


[Text] The experimental work in expanding enterprise autonomy is the 
prologue to reform of our economic system. Although this reform is in 
the initial stages, nonetheless it has far reaching significance for 
the national economy in effecting profound c s in the production, 
exchange, distribution and consumer links, and in promoting changes 
throughout management systems and in management methods. Banking is a 
comprehensive component of the national economy, the core of national 
financial activities, and has an intimate relationship with enterprise 
economy. After expansion of enterprise pte ee | is accomplished, just 
what role will banking perform? The following is a preliminary, 
retrospective study of our work experiences over the past year. 


Establishing a Correct Relationship Between Banking and the Reforms in the 
Expansion of Enterprise Autonomy 


We have gone through a relatively complex process in understanding the 
problems in the expansion of enterprise economy. In the fourth quarter 
of 1978, Chengdu initiated experimental work in autonomy expansion. 

At that time our cases of experimental autonomy expansion showed us 
that the only necessary direct relationship with banking was in in- 
Plementing full loans. Because the cencerned parties had not cleared 
their accounts the full loans could not be granted, so there was an 
even greater feeling of not knowing what to do. It seemed as though 
expansion of enterprise autonomy had little to do with us. Before 
long, however, problems soon came knocking at the doors of the banks. 
First, there was the problem of how to handle award payments for ex- 
pansion of enterprise autonomy, and following that there was the 
great demand for loans to expand enterprise autonomy as well as new 
problems arising from cash receipts, settling of accounts and bank 
accounts. Contradictions appeared unexpectedly, often in great droves, 
and because we lacked ideological preparation, for a long period of 
time we had a thorny situation confronting us. 








Last peer, we conducted a total of four investigations to clarify the 
relationship of banking work and the new developments in enterprise 
autonomy expansion. After the investigations, we realized that ex- 
pansion of enterprise autonomy has three major goals: 1. The implemen- 
tation of greatly increased production and the relatively faster deve- 
lopment of the production forces to satisfy daily increasing social 
needs. 2. To realize greatly increased income and obtain greater 
economic resulte to provide greater accumulation for society. 3. To 
use the foundation of increased production and increased income to 
make a rational distribution which provides the state with sore income, 
the enterprise with more reserves and the individual with ter 
abundance, and thus promote positiviem in all areas. In order to 
accomplish these goale the estate has given the enterprises ropriate 
economic powers, primarily: epecified auto in product es; 
specified authority for use of capital; eng ed authority for distri- 
bution of benefits. We clearly saw that after being granted these 
economic powers the enterprises produced a strong economic drive 

which occassioned profound c 6 in economic management and economic 
results, as well as in the epirit of the cadres, workers and staff. 

At the same time, the experimental expansion ef enterprise autonomy 
touched upon the upper level management organs of all departments and 
had far reaching significance for promoting reform of the entire 
socialist economic system, for perfecti socialist production rela- 
tionships, and for hastening implementation of the four mederniza- 
tions. Banking ought to and ise completely capable of taking part in 
and making a contribution to thie highly significant economic reform. 
Banking possesses powerful economic devices, so that upon completion 
of the step-by-step reform of the management system and methods, it 
can then make progrese in strengthening these economic devices and 
make thorough use of euch economic levers as loans, interest, currency, 
and settling accounts to support and promote the experimental work 

of expanding enterprise autonomy. Prom thie we see that banking ought 
to seize upon the vigorous momentum following the expansion of enter- 
prise autonomy, seek truth from facts, and act positively in provid- 
ing guidance and initiative in making the adjustments. After going 
through the three stages of “not knowing where to start,” “facing 
thorny problems” and “acting positively,: we then began to correct 

the relationship between banking work and expansion of enterprise 
autonomy, and moreover, focused our work on the words “lead toward 
benefite and inaugurate adjustments.” 





Three Aspects of Banking Adjustments 


Banking's role in adjusting the economy is to apply the leverage it 
possesses in economic development and technological renovation. Bank- 
ing adjustments imply guidance, coordination and control, and these 
are guidance of expansion of enterprise autonomy on the basis of 
completing the national plan, coordinating the expansion of enterprise 
autonomy with all ite various economic relationships, and control of 
economic activities which do not follow the rules of socialign. 


1. Adjust Commodity Production and Promote Increased Production 
According to Social Needs. 
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The major question which decides the success or failure of the experi- 
mental expansion of enterprise autonomy is whether or not we can 
attain great increases in production. Last year, quite a number of 

our nk enterprises with expanded autonomy had decreased production 
responsibilities which led to such problems as poor sales of some 
products, which then affected the production increases of these enter- 
prises. Should the enterprises be controlled within the scope of the 
production plan by application of the old restraints? That won't do 
because the goal of expanded autonomy will not be attained. Should 
there be total freedom, letting the enterprises produce only expensive, 
profitable producte and simply wait for the law of supply and demand 
to make market adjustments? This, of course, won't do either, ase it 

is devoid of socialist principles. Our chosen direction is based on 
the socialist lawe of economics and on adjustments to the national 
economy. These provide guidance for the enterprises to utilise the 
already unleashed production forces in correctly exercising autonomy 
in production and marketing, and to determine production directions 
and expand production flow according to social needs. If the commodi- 
ties are needed by society then use value and oy are easily 
implemented. All that is necessary is for bank to encourage the 
enterprises to have a solid grasp of thie direction and production 
will then have a dependable base. In thie way, there will be effective 
rather than blind efforts to increase production. Over the past 

year we employed all possible methods in making relatively extensive 
study and analysis of the conditions in social needs for the major 
and key commodities involved in expansion of enterprise autonomy. 

From this basis we then opened up or cut back on loans, applied or 
restricted our settling of accounts or handling of cash receipts to 
adjust enterprise commodity production. 


In Chengdu, one cotton textile printing and dyeing mill previously had 
a limited product line which was quite unsuited to market needs. 

After autonomy expansion, the mill developed motivation and a zeal for 
endeavor. Product quality improvement and product variety required the 
preparation of certain conditions, including the problem of severe 
shortages of cotton reserves caused by having the capital necessary 
for the purchase of raw materials tied up in semi-finished and finish- 
ed products. We grasped the opportunity and used all possible means 

to assist the enterprise in freeing up over five million yuan of inm- 
properly used funds and at the same time gave them a three million 
yuan loan, which supported increased enterprise purchases of raw 
cotton and enabled them to increase cotton reserves from a five day 

to a two month supply. A basic variety of raw cotton types was pur- 
chased, which improved product quality and increased product variety, 
thus ensuring that the goods would be used. With help from banking 

the enterprises used all possible methods to increase production of 
quality, low priced commodities needed on the market. Product variety 
increased from over 100 to over 300 types and product quality also 
made marked improvements. We not only provided loans in support of the 
plant's trial manufacture, production and marketing of new products, 
but also made responsive use of account settling methods and improved 
capital management methods which were suited to tne needs of expanded 
enterprise production and marketing. 
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Because of adjustments to the national economy, some of the metal 
refinery and machinery industries must now yield the no of way. 
However, there must be concrete analysis of specific enterprises and 
specific commodities, and as is always the case, “there are disadvan- 
tages in advantages and advantages in disadvantages.” The expansion 
of enterprise autonomy must aleo include promotion of increased pro- 
duction which is made in adcordance with the overall adjustmente to 
the national economy. Take, for example, one seamless steel tubi 
plant in Chengdu. Last year, the state planned production of seamless 
steel tubing was eight percent lower than act roduction figures 
for the previous year and 17 percent lower thm the enterprise's own 
set goal. Moreover, there were deficiencies in marketing and sales, so 
that there were glaring contradictions. We and the enterprise made 
an analysis of China's production requirements in stainless steel 
tubing, and felt that because our needs for such producte are rather 
small and because some products still had to be imported from abroad, 
the problem was that the plan did not coincide exactly with this 
plant's product specifications, so they could not respond to the 
demand. On the one hand, we made this known to the concerned depart- 
ments and re-established balance in the state's manufacturing and 
marketing plan, and on the other hand we vigorously — — 
transfer to production of commodities meeting user uiremente and 
thus boosted enterprise orders for products by over 30,000 dun. We 
realistically provided positive support for autonomous production and 
sales and this plant then moved from a condition of a potential two 
month shutdown into full capacity production. The year's production 
of steel tubing was increased 11.6 percent over the previous year 
and profits increased by 31 percent, thus making progress in le- 
menting the adjustments. 








In adjustments to commodity production, banking not only provides 
guidance and encouragement, but also performs a controlling and 
supervisory role. “or example, in one Chengdu phosphate fertilizer 
plant (an expanded autonomy enterprise), when providing support for 
increased production of phosphate fertilizer to meet farm production 
needs, loans to a nickel steel shop were stopped; this caused a lack 
of raw materials, technological inadequacies, and low quality, so 
there were no sales but rather severe losses and the shop shut down. 
Another example in Chengdu is an expanded autonomy plant which pro- 
duces bai fen biao [4102 0433 5903] whichare of good quality. Last 
year, the state included it in the production plan, nonetheless, be- 
cause the social need for thie product was already filled, the plant 
accumulated a huge surplus, so we used the method of credit restric- 
tions to force the enterprise to strengthen marketing and also reduced 
production of this product and gradually changed to production of 
other products required by society. 


2. Strengthen Economic Management and Promote Increased Revenues 
According to the Law of Value 


Commodity production should strive to make the value of the individual 
commodities lower than the social value, the greater the difference 
the greater the profits. Only by respecting the law of value, promot- 
ing enterprise autonomy to strengthen management of capital, materials, 
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costs, and profits, by strict economic — 2 and by ceaselessly 
decreasing consumption of embodied labor and living labor can we gain 
full economic results and enable the enterprises to achieve relatively 
greater income. While we are adjusting the direction of commodity 
production we can focus the leverage of credit on otrengsoen — enter- 
prise management and accelerating capital turnover. Accelerate 

capital turnover signifies an accelerated movement of materials in 

the production and distribution processes, shows a reduction in con- 
sumption of social labor and is beneficial in reducing costs and 
increasing profits. For many years now one of the important functions 
of loan work has been to assist the enterprises in strengthening 
management, but it was always a case of half the results from twice 
the effort and little effect was produced. The easier problem was the 
separation among enterprise rights, responsibilities and interests, 

so that strengthening of ment could not bring any real economic 
benefits to the enterprises. After trial expansion of autonomy, 
because of the close relationship between management results and the 
enterprise's economic interests and the close connection with material 
incentives for the staff and workers, ment initiative was 
strengthened and banking correctly suited its measures to the circum- 
stances; all of this worked to produce observable results. 





During the first year of expanded autonomy one steel mill encountered 
such problems as insufficient production duties, products unsuited to 
market needs, increased fuel costs and a cut in the quota allowance, 
all of which seriously threatened the plan for increased production 
and increased income. The mill leadership put their main energies into 
locating new sales outlets and oes production. This was the 
correct path, although they paid inadequate attention to the problems 
existing in enterprise =. While banking was giving support 

to the enterprise in adjusting product direction it simultaneously 
carried out an investigation of the outstanding bills, the uninven- 
toried stockpiles of materials, the chaotic contract managment and the 
confused business transactions in order to provide a relatively 
accurate basis of facts and figures from which to make a report to 

the mill leadership, whose support 1 gained in devising a manage- 
ment system with three features. The first feature was a strengthening 
of contract management to ensure on-time fulfillment and reduce the 
confusion in business transactions. The second was to strengthen the 
sentry post responsibility system of the financial affairs and 

supply and marketing departments in order to place the capital turn- 
over within the scope of the fixed bonuses, to motivate the enthusiasm 
of the staff and workers, the prompt organization of product shipment 
and receipt of payment, to accelerate capital circulation and to 
reduce loans by three million yuan. The third feature vas to aid in 
establishing a section to estimate stock on hand and also be respon- 
sible for ery track of the quantities entering and leaving the 
shop, thus avoiding losses. Making internal estimates of materials 
used will reduce consumption of raw materials. These three systems 
played a positive role in attaining the 26 percent increase in pro- 
duction value over the previous year and the 73.8 percent increase in 
profits. 
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During the past year we correctly provided leadership according to 
conditions and motivated the enterprises to adopt a sound management 
system, to start using overall economic accounting. We started the use 
of economic activity analysis to first reveal and then harmonize the 
imbalanced conditions existing in materiale movement in the enter- 
prises’ production turnover process and shorten the period of 
materiale turnover. We undertook to assist the enterprises in un- 
covering the potential of their materiale and capital and to acceler- 
ate capital turnover in the three features, promoted increased pro- 
duction savings and strengthened management, so that there was a 
relatively large increase in income. 


3}. Carry Out Effective Supervision and Promote Correct Profit Distri- 
bution According to the Principle of the “Three Considerations.” 


After the expansion of enterprise autonomy has increased production 
and income, it is extremely important that the principle of the 
"three considerations” be followed in making better coordination of 
the interests of the whole and the parts, the collective and the 
individual and the future and the present. In these areas the adjust- 
ment role of banking is primarily as follows: (1) To supervise the 
enterprises’ on-time payment of taxes and depreciation funds and thus 
guarantee that the state has increased income. (2) To coordinate the 
overall enterprise planning in retaining enterprise funds. (3) To 
lead the enterprise in carrying out the principle of distributing to 
each oe to his labor and in following the guidelines determined 
by — state for awarding bonuses and increasing wages for staff and 
workers. 


In the past there was insufficient concern for whether or not enter- 
prises made on-time submission of profits. Their attitude was that 
this was the concern of the finance department. Since last year, in 
order to guarantee increased income for financial administration and 
ey that the enterprises make on-time collections of enterprise 
unding, we began to help the enterprises in making overall arrange- 
mente for their capital, strengthening vital adjustmente of their 
capital, organizing their income, and making a rational arrangement 
for payments, thus ensuring loan repayments and on-time payment of 
revenues. As for the profite actually realized from the use of usual 
production goods and materials, banking has put it into temporary 
circulation in the form of required loan funds. In this way increased 
state revenues are guaranteed, enterprise normal production activities 
are supported and the funds held by the enterprises are put to use. 
Both the financial administration and the enterprises are satisfied. 


After expansion of enterprise financial autonomy, one of the major 
tasks of banking was to help the enterprises with overall arrangements 
for their retained funds, to tap, reform and transform the key pro- 
jects and develop enterprise production forces. The enterprises with 
expanded autonomy met social needs with renewed production forces, 

and when there was insufficient funding to develop production we 
granted short term and mid term loans for equipment. During the last 
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year some of the enterprises that we helped by providing funds for 
overall arrangements in production development actually saw results 
from the investments that very same year and increased their income. 
Take a certain cotton textile mill for example; after expansion of 
autonomy there was increased capital for production developments so 
they made overall arrangements to tap, reform and transform their 
projects and to add a short-staple printing and dyeing production 
line, which not only had a positive effect in increasing preduction 
and profits that very year but also laid a base for increased pro- 
duction and income this year. This year a new polyester-cotton print- 
and dyeing production line was added. It required a relatively large 
investment and enterprise proposes development funds were inadequate. 
We conducted an investigation to clarify the situation and according 
to enterprise needs arranged mid term and short term equipment loans. 
It is estimated that after this production line goes into continuous 
operation it will advance the plant's profits for thie year by 30 
percent over last year's base, and that next year's production will 
again increase 20 percent over this year's base. After one year the 
taxes and profits paid to the state by one cotton textile mill will be 
sufficient to construct two comparable cotton textile plants. 


As for the use of funds to reward expanded autonomy enterprises, we 
are in no hurry to reach a conclusion on which awards to issue and 
which not to issue, and neither are we going to simply use past 
management methods which were so restrictive of the enterprises’ 
rights to make awards. Rather, we shall make a sincere investigation 
of the nature and function of the award categories, investigate the 
features and existing problems along with their solutions and guide 
the enterprises toward operating under the principle of the “three 
considerations,” make distribution according to one's labor and 
rationally make awards. This helps the enterprises which are making 
reasonable use of award funds and are clearly promoting economic 
results to sum up and disseminate their experiences. The principles 
to grasp in making awards to expanded autonomy enterprises are: 


(1) Respect the self-determination of the enterprises in granting 
awards, letting them make their own arrangements within the stipulated 
rules without overemphasizing the need for obtaining upper level 
permission. (2) Each award should be first suggested and then applied. 
When collecting the award from the bank the economic results and 
technological goals should be provided for examination. (3) All awards 
paid from enterprise funds should be determined by the enterprise. The 
total amount of each award is determined by the appropriate rules. 

All individual awards which are figured as coste should gain the 
approval of the financial oversight organs before the banks issue 
payment. In order to avoid any contradictions in award payments we 
always put work in the forefront and join with the enterprise in 
conducting preliminary studies and then proceed realistically accord- 
ing to the regulations in making determinations. In this way respect 
is shown for enterprise autonomy while controle are not relinquished, 
so, generally speaking, expansion of enterprise autonomy is quite 
satisfactory. 
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1. Banking must have certain authority in order to wield ite adjust- 
ment function. Since last year banking has emphasized independent 
authority in granting loans according to economic contracts, while 
firmly supporting the principle of 2 the best supplies, which 
then permite a certain degree of organic ty between plan adjust- 
ments and market adjustments. Under the guidance of the state plan 
the enterprises expanded their independence in production and market- 
ing with banking at the center in its role of making adjustments. This 
resulted in promotion of production developments and enlivened the 
economy. In addition, basic level banking directly performs all sorts 
of financial services, assumes actual economic taske and plays a role 
in adjusting all sectors of the economy. Because of this, it is 
necessary to work under the centralized leadership of the head bank 
in giving basic level banking the right to independently handle con- 
crete problems, as it is disadvantageous to employ the previous 
methods of stultifying overall controls which restricted all actions. 








2.There Must Be Skilled, Comprehensive Use of Banking's Various 
Devices. The expansion of enterprise autonomy brought with it broad 
ranging economic c s and influences which touched not only on 
banking's credit services but also made new demends of management work 
in deposits, loans, account settling, savings, cash reserves and wages. 
Bank work must be “alive” to “changes” in the enterprise system. We 
must make a dual, guided reform of banking's present rules and 
regulations in order to make a suitable response to the changes made 
by expanded enterprise economy. There must be even more skilled use 
of banking's economic devices such as credit, interest, currency and 
account settling, including its role in reporting conditions, to 
bring about smooth progress in economic reforms. The various devices 
in banking are not isolated but have mutual internal connections, so 
there ought to be comprehensive utilization of these devices. When the 
enterprises engage in autonomous production and marketing, banking 
not only provides leadership through their method of loosening or 
tightening credit and making adjustments to enterprise organization of 
production according to social need, it also must use the devices of 
settling accounts and cash reserves in coordination with loans to 
either promote or make restrictions. Consequently, all of the 
functions and departments in banking must wholeheartedly cooperate in 
making full use of banking to promote economic reform and development. 


3. There Must Be Realistic Studies and Research, Attention to Dis- 
covering New Problems, and Firm, Unwavering Implementation of Economic 
Reforms. Economic reform is a process of affecting the whole by 

moving one part. This stimulates a multitude of connected responses, 
which may produce a great many new problems, and all of this is close- 
ly related to banking. Therefore, we definitely must liberate our 
thinking, focus on strengthening leadership, making deep investigations, 
carrying out detailed investigations, etepping up concrete analysis, 
and making on-time responses in order to expert in making the 

right decisions and making full use of banking. 
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FINANCE AND BANKING 


"TA KUNG PAO' CARRIES CHARTER OF BANK OF CHINA 
HK201417 Hong Kong TA KUNG PAO in Chinese 13 Oct 80 p 3 


[ ZHONG-GUO-XIN-WEN-SHE (China News Service) 12 October dispatch from Beijing: "Bei- 
jing Promulgates Text of ‘Charter of Bank of China'") 


[Text] With the approval of the State Council, the revised "Charter of the Bank of 
China" has come into force upon promulgation on 22 September. The full text follows: 


The charter of the Bank of China Chapter One. General Principles 


Article I. The Bank of China is a socialist state enterprise and a PRC state bank 
specializing in foreign exchange business. 


Article II. The tasks of the Bank of China re: to organize, utilize, accumlate 
and manage foreign exchange funds; to engage in all kinds of foreign exchange busi- 
ness and international financial activities, and to participate in the socialist 
modernization. 

Article III. The head office of the Bank of China is in Beijing. In accordance 
with the needs of its business, the bank's branch or representative offices are 
established in important domestic and foreign trade and financial centers. 

Chapter Two. Capital 

Article IV. The Bank of China is capitalized at 1 billion yuan. 

Chapter Three. Business 


Article V. The Bank of China engages in and can be entrusted with the following pro- 
fessional work: 


1) Settling international accounts concerning foreign trade and nontrade business; 


2) Making deposits and loans with international banks; 
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3) Condaeting overseas Chinese and international remittance business; 

4) Making foreign currency deposits and loans and those Penminbi deposits and loans 
involved in foreign exchange transactions that have been approved by the People's 
Bank of China; 

5) Buying and selling international gold; 

7) Organizing or participating in international bank credits; 


8) Investing or participating in joint investments banks, finance companies and 
other enterprises in foreign countries, Hong Kong » ‘“ecao; 


9) Issuing foreign currency bonds and other negotiable securities with state authori- 
zation; 


10) Handling trusts and giving advice; 


ll) Carrying on all other banking operations that have been approved by and en- 
trusted to the state. 


Article VI. The Bank of China attends international financial meetings upon receiv- 
ing state authorization. 


Article VII. All organizations established by the Bank of China in foreign coun- 
tries, Hong Kong and Macao can carry on all banking operations that are permitted 
by their local laws. 


Chapter Four. Organization 

Article VIII. The board of directors of the Bank of China comprises one honorary 
chairman, one chairman and a certain number of vice chairmen, executive directors 
and directors, all of whom are appointed by the State Council. 


Article IX. The following are the tasks of the board of diregtors of the Bank of 
China: 


1) To examine and approve the bank's business policy and planes; 
2) To listen to and examine work reports made by the bank's president; 


3) To examine and approve the bank's annual plans for final accounting of revenue 
and expenditure and for handling profits; 


4) To appoint and remove the bank's senior staff; 


5) To examine and approve the establishment or the withdrawal of the bank's branch 
offices inside and outside China; 


6) To examine and approve the bank's other i-portant matters. 


Article X. The supervisory committee of the Bank of China comprises one chief super- 
visor and a certain number of supervisors, all of whom are appointed by the State 
Council. 
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Article KI. The following are the tasks of the supervisory committee of the Bank of 
China: 


1) To supervise the bank's implementation of state policies and decrees and the busi- 
ness policy adopted by the bank; 


2) To examine the bank's annual statistical tables and reports on final accounting 
of revenue and expenditure; 


3) To investigate vital cases and to express views on handling euch cases. 


Article XII. The Bank of  .a@ has one president and a certain number of fice presi- 
dents who are all nominated by the chairman of the board of directors and approved 

by the board of directors. The bank's board of directors then reports the nominations 
to the State Council and asks the State Council to appoint then. 


Article XIII. The president of the Bank of China is in charge of the entire bank's 
management-level work and regularly makes work reports to the board of directors. 
The bank's vice presidents assist the president in carrying out his work. 


Chapter Five. Meetings 


Article XIV. The board of directors of the Bank of China holds a meeting once a year. 
The chairman of the board of directors convenes this annual meeting. 


The supervisory committee of the Bank of China holds a meeting once a year. The 
chief supervisor of the supervisory committee convenes this annual meeting. 


If necessary, the above-mentioned meetings can either be held ahead of schedule or 
postponed to another time. If necessary, the chairman of the board of directors 
can convene a joint meeting of the board of directors and the supervisory commit- 
tee. 


Article XV. Meetings of the board of directors and the supervisory committee and 
joint meetings of the board of directors and the supervisory committee must be at- 
tended by at least two thirds of their component members (including entrusted repre- 
sentatives). Before taking effect resolutions must have the approval of at least 
half of the participants at such meetings. 


Chapter Six. Supplementary Article 
Article XVI. This charter will come into force after having the approval of the 


State Council. When revising this charter, it is also necessary to have the ap- 
proval of the State Council. 


CSO: 4006 
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BANK CONFERENCE IN SHANGHAI--The China People's Bank on 15 October held in a confer- 
ence in Shanghai to sum up experience in bank savings work. It is being attended by 
representatives from Beijing, Tianjin, Guangzhou, Wuhan and other six municipalities, 
who are discussing how to further improve savings work and restore prize, savings 
for house purchase and building and check savings accounts. It is scheduled to con- 
clude on 25 October. [Shanghai City Serwice in Mandarin 2300 GMT 15 Oct 80 OW] 
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ENERGY 


BRIEFS 


BEIJING COLLEGE BIOGAS RESEARCH—Beijing, 18 Oct (XINHUA)--China's first pure culture 
of the methane-producing bacteria methanosarcina SP has been produced by the biologi- 
cal department of Beijing Teachers’ College, the department announced today. A 
150,000-yuan research program to apply the bacteria to the production of biogas on 

a commercial scale is now under way with the cooperation of the Beijing Scientific 
and Technological Association. The bacteria were isolated from a series of micro- 
organism that multiply during biological fermentation. The Qingdao Nightsoil Treat- 
ment Plant is already using a mixture of methane-producing and heat-resisting bacter- 
ia to produce biogas. Yang Xiushan, an assistant lecturer at Beijing Teachers’ Col- 
lege, said: "The enrichment culture and pure culture of methanogens are crucial to 
the study of methanogenic bacteria and the mechanism of methane production. The 
success in the isolation culture of methanosarcina SP will give an impetus to re- 
search in this field." He said its application could raise the output of biogas by 
many times. [Beijing XINHUA in English 1253 GMT 18 Oct 80 OW] 


cso: 4020 


61 














ENERGY 
Petroleum 


AUTHOR: YE Lianjun [5509 6647 0193) 
SUN Shu [1327 2873] 


ORG: Both of the Institute of Geology, Chinese Academy of Sciences 
® . — > @ 


TITLE: "Classification of Sedimentary Basins" 


SOURCE: Beijing SHIYOU XUEBAO [ACTA PETROLEI SINICA] in Chinese No 3, Jul 80 
pp 1-6 


TEXT OF ENGLISH ABSTRACT: (1l« sification of sedimentary basins is akin to the 
purpose of investigation. ' -efore, it varies a lot. Our chief interest 

is laid mainly upon che kin . sedimentary deposits that are relevant to the 
genetic history of sedimentaiy basins. To meet this end, we have first dif- 
ferentiated the temporal sequence relationship between sedimentation and basin- 
forming, and second have given due consideration to the genetic processes of 
sedimentary basins. Our scheme of classification is roughly as follows: 
A. Antecedent Basins: 

A,. Subaerial antecedent basins; 

A2. Subaqueous antecedent basins; 

B. Growth (or syndepositional) basins: 


[Continuation of SHIYOU XUEBAO No 3, Jul 80 pp 1-6] 


B,. Flexuring growth basins; 
(a) Thin crust flexuring basins; 
(1) Lavatic basin; 
(2) Eugeosynclinal basin (antecedent basin in its early stage of 
development ); 
(b) Thick crust flexuring basins; 
(1) Platform basin; 
(2) Parageosynclinal basin; 
(3) Miogeosynclinal basin; 
Ba. Fault growth basins: 
(a) One-side fault growth basin; 
(b) Two-side fault growth basin; 
C. Secondary Basins: | 
C,. Fault-subsided basin; 
Cj. Remnant synclinal basin; 
C3. Intermontane basin. 


The role of tectonics and the temporal sequence of development and evolution 

of various sedimentary basins are discussed in this paper. The direct driving 
force of basin-forming was thought to be in some way connected with local vari- 
ation and displacement of subcrustal materials. 
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AUTHOR: SUN Zhaocai [1327 5128 2088] 
ORG: The Third Reconnaissance Brigade, Ministry of Geology 


TITLE: "The Tectonic Framework and Petroleum Prospectivity of Pre-Mesozoic 
in the Northern Part of the Eerduos (Ordos) Basin" 
° 2 

SOURCE: Beijing SHITYOU XUEBAO [ACTA PETROLEI SINICA] in Chinese No 3, Jul 80 
pp 7-17 


TEXT OF ENGLISH ABSTRACT: When conducting 011 and gas exploration in the 
Pre-Mesozoic in the northern part of the Eerduos Basin, it should be borne in 
mind that the basin was once a continental margin. Based on the structural 
setting in the different stages of tectonic movement, the author divides the 
region into five structural units from west to east as follows: the Helan 
fold zone, the Tianhuan synclinal zone, the hinge zone, the monoclinal zone 
and the Wulanger uplift. 


When exploring for oil and gas in the northern part of the basin, the follow- 
ing poinst should be given proper attention: 

1) from Ahuzishan to Majiatan, keep an eye on the structure there which is a 
hinge zone from a slope leading to a deep trough, and from Shanyanjing to 
Bujianghai fault-depression zone, on the hidden unconformity surface at the 


[Continuation of SHIYOU XUEBAO No 3, Jul 80 pp 7-17] 


bottom of the upper anc lower Paleozoic and the Shihezi formation; 

2) notice the uplift of the lower Paleozoic from Qingyang to Wushenqgi and also 
the middle section of the Helan fold zone; 

3) the possibility of the Wulanger uplift being a petroliferous buried hill. 
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AUTHOR; LIAO Mingshu [1675 2494 2579] 


ORG! Inetitute of Exploration and Development of the Sichuan Petroleum 
Adiiniatration 


TITLE: "On Log-Data Processing of Fractured Carbonate Reservoirs" 


’ on 
OUNCE: Beijing SHIYOU XUEBAO [ACTA PETROLEI SINICA] in Chinesé No 3, Jul 80 
pp 19-32 


(EXT OF ENGLISH ABSTRACT: This ie a study of fractured carbonate oi] and 

p48 recervoité, based on data from actual practice and on a geological model 
with both a fracture solution cavity system and a porous matrix, with particu- 
lar emphasis on the different effect of the two systems on fluid flow and the 
resultant heterogeneity of the influx of filtrates into the pay. <A more prac~ 
tical reetecivity equation is thus derived as well as the method of finding 
out the porovity exponent of fractures Mj. Methods of calculating porosity 
and saturation of the fracture-solution cavity systems under varying satura~ 
tion conditions are also discussed and are found to be useful in understanding 
the capability and permeability of the reservoirs, predicting oil and gas well 
performance and determining the gas-water surface of the reservoirs. They 
have been applied in some wells for demonstration and analytical purposes. 


AUTHOR: HAN Dakuang [7281 1129 0562] 
HUAN Guanren [2719 0385 0088] 
KIE Xingli [6200 5281 4409) 


ORG: All of the Scientific Research Institute of Petroleum Exploration and 
Development, Bei jing 


TITLE: “Numerical Simulation Study of Water-Flood Performance in a Stratified 
Oil-Wet Sandstone Reservoir" 


SOURCE: Beijing SHIYOU XUEBAO [ACTA PETROLEI SINICA] in Chinese No 3, Jul 80 
pp 33-48 


TEXT OF ENGLISH ABSTRACT: Based on the analysis of abundant field data, the 
authors have built nearly a hundred simulation models and executed the related 
numerical calculations. The vertical water-oil displacement in the stratified 
Oil-wet sandstone reservoirs has been studied by analyzing the dynamics of 
gravitational, capillary and driving forces and the effects of main reservoir 
characteristics, and from the results obtained in this study interpretations 
of the character and mechanism of water invasion in some reservoirs in China 
can be made. 


Simulation studies reveal the fact that there exist wide differences of the 
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water=oil displacement mechanism between the oll-wet and the water-wet porous 
media. The paper points outs 

1. Regarding the effect of heterogeneity of the reservoir: Quite different 
characteristics of water-oil displacement can be found due to different ver— 
tical permeability distribution, In a positive rhythmic rebervoif the greater 
the vertical permeability difference, the faster the water channeling, the 
smaller the thickness of pay flooded, hence the poorer the result of develop- 
ment; on the other hand, in a negative rhythmic reservoir, large difference 

of vertical permeability will, on the contrary, give better results. The oil- 
wet nature of the formation makes the difference between the two cases even 
more prominent. 

2. With respect to the mechanism of gravitational, capillary and driving 
forces: The relationship of waterflood performance and scaling factors of 

the ratio of gravitational and capillary force is found, and then the effect 
of the permeability and the thickness of the reservoir on the water~oil dis- 
placement is depicted, 

3. Regarding the effect of oil-waler viscosity ratio: On water-oil displace- 
ment it is dealt with both microscopically and macroscopically, i.e., micro- 
scopically, increase of this ratio leads to a decrease of displacement effi- 
ciency and macroscopically it tends to reduce the sweep thickness. The domi- 
nance of one over the other depends on the vertical permeability distributions 


[Continuation of SHIYOU XUEBAO No 3, Jul 80 pp 33-48) 


and other characteristics of the reservoir rock. 

4. Increasing the production rate to within the practically possible range 
in a stratified oil-wet reservoir will essentially have no effect on its 
recovery factor. 








AUTHOR: BAI Jiazhi [4101 1367 4363] 
YAO Rongkui [1202 2837 7608) 


ORG + Both of the Scientific Research Institute of Petroleum Exploration 
and Development, Bei jing 


TITLE: “Experimental Verifications on ‘A New Hyperbolic Model Equation for 
Yield=-Pseudoplastic Fluids and Related Pressure Drop Formulas'" 


SOURCE: Beijing SHIYOU XUEBAO [ACTA PETROLEI SINICA] in Chinese No 3, Jul 80 
pp 49-57 


TEXT OF ENGLISH ABSTRACT: Experimental works have been carried out in three 
respects to verify those theoretical formulas in the paper entitled "A New 
Hyperbolic Model Equation for Yield-Pseudoplastic Fluids and Pressure Drop 
Formulas." As compared with the Herschel-Bulkey model, which also contains 
three rheological parameters, the hyperbolic model conforms satisfactorily 
with experimental readings. The pressure drop formulas as derived from this 
model give accurate results as well as simple calculations. On the other 
hand, the Herschel-Bulkey model shows its incomparability quite apparently. 


AUTHOR: CHENG Wenjiang [4453 2429 3068] 


ORG : Exploration and Designing Institute of Petroleum Administration, 
Sichuan 


TITLE: "New Types of Super-Span Pipe Bridges" 


SOURCE: Beijing SHIYOU XUEBAO [ACTA PETROLEI SINICA] in Chinese No 3, Jul 80 
pp 59-72 


TEXT OF ENGLISH ABSTRACT: Two new types of super-span pipe bridges are dis- 
cussed in this paper. One is a suspension pipe bridge of the catenary curve 
type and the other is a cable stayed pipe bridge. Compared to the conventional 
suspension pipe bridges, they have the following advantages: 

(1) provide the longest span; 

(2) no necessity of winding wire systems; 

(3) costs lower than of other suspension pipe bridges; 

(4) good winding resistance stability and resist vibrations easily with only 
a few simple wires; 

(5) convenient for erection and assembly, not obstructing the normal inland 
navigation under them. 











[Continuation of SHIYOU XUEDAO No 3, Jul 80 pp 59-72] 


his paper briefly descriles the component configurations, model teats, design 
considerations and analyses, a8 well as erection methods, etc., of these two 


types of bridges. 


> > ; * 
AUTHOR: LIN Liwu [2651 0536 0710] 
WU Rongan [0702 2837 1344] 
ZANG Jingling [5258 3878 3781] 
TIANG Bingnan [1203 3521 0589] 
ORG: All of Dalian Institute of Chemical Physics, Chinese Academy of 


Sciences 


TITLE: "The Characteristics and Dehydrogenation Reaction Properties of the 
Pt-Sn Catalysts Prepared by a Complex Method" 


SOURCE: Beijing SHIYOU XUEBAO [ACTA PETROLEI SINICA] in Chinese No 3, Jul 80 
pp 73-79 


TEXT OF ENGLISH ABSTRACT: The Pt-Sn catalysts with the -Al203 support have 
been used as the catalyst for the dehydrogenation of long chain n-paraffins 
to produce mono-olefins. 


It has been found in our investigation that the catalyst prepared by a new 
method to improve the interaction between Pt and Sn has higher stabilities 
than does that prepared by the conventional method with the same composition 
of Pt and Sn. In order to characterize the surface structures and the 
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[Continuation of SHIYOU XUEBAO No 3, Jul 80 pp 73-79) 


reaction properties of these catalysts, the characteristics of two Pt-Sn 
catalysts prepared by different methods were studied by means of the Mossbauer 
spectroscopy, TPD of H», and reaction kinetics study of cyclohexane dehydro- 
genation, These experiments give the evidence that the interaction between 

Pt and Sn may be improved if the catalyst is prepared by the compfex method. 
The stabilities of these catalysts are obviously enhanced and the energy of 
activation of dehydrogenation is much higher than that of the catalyst pre- 
pared by the conventional method, These results show that this type of 
catalyst will be superior to the conventional commercial Pt-Sn catalyst if 

it is used in the process of mono-olefin production, 
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MINERAL RESOURCES 


GOLD IN GUANGXI, JILIN--Beijing, 12 Oct (XINHUA)--State-run gold mines in Guangxi 
Zhuang Autonomous Region, south China, surpassed their 1980 target for concentrated 
ore by 83 percent in the first 8 months of the year, it was learned from the Ministry 
of Metallurgy. By the end of August, the output of gold mined by people's communes 
in Guangxi had overfulfilled the annual plan by 5 percent and was 69 percent more 
than in the same 1979 period. A record output of gold was also reported by people's 
communes in Jilin Province, northeast China, in January-August. It was more than 
double the output for the same period of last year. A national symposium on gold 
and silver concentration and refining was held recently at Yantai, Shandong Province, 
to discuss how to improve gold and silver production and scientific research. [Text | 
[Beijing XINHUA in English 0210 GMT 12 Oct 80 OW] 


FIRST OPTIC FLOURITE FIND--Last year during his summer vacation, 
Liu Zhiqing [0491 1807 7230], associate professor of geology at 
Zhejiang University, carried out a number of geological surveys in 
Hunan with six of his students. During these investigations they 
discovered optic flourite deposits at Xianghualing in Linwu County 
and at Shangbao in Leiyang County. Some of the deposits are of a 
rather high grade and worth exploiting. Optic flourite is a precious 
natural material used in the manufacture of microscopes and other 
optical instruments. There have not been very many deposits of 
optic flourite discovered in the world, and this is the first such 
discovery in China. The optic flourite discovered by Liu recently 
was tested at Zhejiang University, and the tests confirmed that 

it is of excellent quality, with the infrared transmissivity of a 
1.5 mm wafer, far exceeding industrial standards. [Excerpt] 

[Beijing GUANGMING RIBAO in Chinese 29 Sep 80 p 1] 


XINJLANG GEOLOGICAL PROSPECTING--Xinjiang has made impressive progress 
in geological prospecting. As of the end of September, a number of 
gold, copper, nickel and other mineral deposits urgently needed by 

the state had been located in the autonomous region. It completed 

or nearly completed all the yearly prospecting plans assigned by 

the state. [Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 

3 Oct 80 OW) 
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LN DUS TRY 


PRC'S LIGHT INDUSTRY TOPS JANUARY-SEPTEMBER PRODUCTION PLAN 
OW140820 Beijing XINHUA in English 0706 GMT 14 Oct 80 


[Text] Beijing, October 14 (XINHUA)--Enterprises under the Ministry of 
Light Industry reported an 18.6 percent output increase from January through 
September this year over the same 1979 period. Total output exceeded 71,300 
million yuan. 


All the 17 major products topped the January-September production plan and 
the increases for 13 of them, including bicycles, sewing machines, wrist 
watches and cigarettes, ranged from 13.3 percent to 32.8 percent over the 
same period of last year. 


Considerable increases were also recorded in the output of beer, grape wine 
and washing machines now in great demand in the market. 


Statistics for 1,879 state-run light industrial enterprises in 48 big and 
medium-sized cities showed an increase of 22.5 percent in profit. 


Quality continued to improve thanks to the efforts in total quality control. 
Ten light industrial products won state gold awards and 43 won state silver 
awards this year. At the same time, 390 items received certificates as 
good-quality products issued by the Ministry of Light Industry. Most of 
them are famous in both domestic and international markets. 


One salient feature this year is that more good-quality products are manu- 
factured in remote areas like Tibet on the “roof of the world" and Yunnan 
in southwest China. 


More varieties of household electric appliances, furniture, musical instru- 
ments, arts and crafts and leather goods were commended for good quality. 


In addition, about 4,000 new varieties were trial-produced and 50,000 new 
patterns and designs introduced. 


cso: 4020 











LN DUS TRY 


POTENTIAL FOR LIGHT INDUS'’RY DEVELOPMENT IN HUBEI, HUNAN DISCUSSED 
Beijing CONGREN RIBAO in Chinese 17 Jul 80 p 2 


[Article by Liang Liguang [2733 7227 0342], minister of light industry: 
"Develop Regional Superiority, Greatly Develop Light Industry--A Survey 
of the Light Industries in Hubei and Hunan") 


[Text] Recently we went to Hubei and Hunan to conduct a 2-week survey. 
Besides our activities within the provinces we also traveled to 13 cities 
and counties and visited some plants, 


The present situation in the two provinces indicates that the future of 
the rapidity of growth of the campaign "to preserve the eight and strive 
for the ten" in the nation's light industry this year is bright. Of 
course, there are still many problems in such progress and efforts gust 

be continued, Last year, the light industries combined the implementation 
of planned regulation and regulation by the market in their efforts to 
tightly grasp quality and variety, expanded autonomy of enterprises and 
enlivened production and business, Some preliminary experiences have 
already been gained, They must be implemented continually, summarized and 
elevated in the future, At the same time, some new problems such as the 
following have emerged, and they should be noted, studied and solved. 


Market Forecast 


Light industries mainly produce consumer products, Making good market 
forecasts is very important to guiding production, We gained some 
understanding of the present market supply situation in Changsha City 

and of the trend of the purchasing power during the "65" period, In 
general, buying and selling are active in the present market, Analysis 

of 16,853 kinds of commercial products handled by 7 wholesale stations 

and 1 retail store shows 80,2 percent of the products have a normal supply, 
11.8 percent of the products were in shortage and 8 percent of the products 
accumulated and were not sold, 


As the proportional relationship in the national economy was adjusted, 
the scope of employment opportunities expanded, wages for part of the 
staff and workers were adjusted and purchasing prices of agricultural 
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sideline products rose, the purchasing power of the entire city increased 
greatly. Since crushing the “gang of four," this has increased an average 
of 13 percent annually. The purchasing power of the population of the 
entire city of Changsha in 1965 will have grown by 62.4 percent over 1980, 
an average annual increase of about 10 percent, 


The trend in purchasing power indicates there will be an overall increase 
in spending for food, clothes and daily commodities, In particular, the 
increase in purchasing power for premium and mid-level commercial products 
and durable consumer products will be very rapid, Analysis of 27 major 
commercial products shows an increase of 27,5 percent in purchasing power 
in 1979 compared to the previous year. Of these, daily commodities showed 
an increase of 57,8 percent, clothes showed an increase of 49,6 percent 

and food showed an increase of 13 percent, It can thus be seen that the 
order of the trend in increased purchasing power has already shifted 
clearly and gradually from spending our food, clothes and daily commodities 
to daily commodities, clothes and food. The situation throughout the whole 
province is similar to that in Changsha City, Consumers generally want new 
and beautiful things. All commercial products that are new in style, 
bright in color and good in quality are being bought up regardless of price, 
This change and trend of development in consumer needs are also reflected 
in farm villages, The Changfeng Production Team of the Huanghua Commune 

in the suburb has 62 families, 259 people. Last year, the commune members 
averaged a per capita income of nearly 300 yuan. The highest family 

income reached over 2,000 yuan, There are over 20 families that have a 
savings of more than 500 yuan in the credit cooperative, Twenty-six families 
have already bought 26 bicycles, 30 families have bought 56 watches, 

9 families have bought 9 sewing machines and 21 families have bought 

21 radios, Now they still want to buy bicycles, sewing machines, watches, 
radios, television sets, green wool and pure nylon materials and such 
premium products, 


This trend of large-scale increase in the purchasing power of the people 

in towns and villages and the change in the society's consumption structure 
have already brought about many new needs for the light industry. We must 
fully realize this and must set up corresponding plans and arrangements in 
the direction, speed and level of production, otherwise a passive situation 
will be created, 


Developing Superiority 


The light industries in the two provinces all have a definite foundation, 
But, speaking as a whole, the light industries of the two provinces are 
still deficient in capabilities and are not in tune with social needs, 

The per capita production value of the light industries in Hunan averages 
only 58 yuan, lower than the national average of 87.5 yuan. The situation 
in Hubei is similar. Changsha City is one of the cities in the entire 
province that has a relatively developed light industry. The production 
value of the first and second light industries constitutes only 14 percent 
of the total value of industrial production of the entire city. The 
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Jingzhou area has a population of 10,000,000 and is a key food grain and 
cotton producing region of the entire nation. The production value of 
light industry ie only 220,000,000 yuan. Therefore, every locality 
urgently needs a hastened development in light industries. 


The two provinces have many advantageous conditions for the development of 
light industry. Their agricultural foundation is better, there are large 
areas of water, lakes, mountains and forests, bamboos, pig ekins and feathers 
and such raw materials for light industry. There are also salt mines, 
phosphorus mines, pottery clay, quartz sand and nonferrous metals and such 
resources. Hubei is also one of the nation's bases of steel and iron. 
Gezhou Dam's power station will go into operation in the near future. As 
long as these advantagesou conditions are fully utilized, planning is 
strengthened, measures are suited to local circumstances, the advantages 
are developed and th» shortcomings are avoided, the superiority of each is 
developed, the popular products that possexs regional characteristics are 
greatly developed, and the speed of development of light industry can be 
greatly hastened. For example: 


The two provinces have a rich resource of reed, In particular, the 
potential in the Dongtinghu area and the Jingzhou area is very great, 

This is a very good kind of raw material for developing paper manufacturing. 
The area of the lake and the islands in Dongtinghu being utilized at pre- 
sent constitutes only 50 percent of the total. Islands in the lake are 
suited for planting reed, unsuitable for planting food grains, and the 
conflict of competing against food crops for land does not exist, The 
variety of reed is mostly di reed. Its quality is good and its unit yield 
is high. Setting up manufacturing plants at the locality can save a lot 
of transportation costs, Therefore, this superiority must be fully 
developed to strive to build Hunan into a key paper manufacturing base in 
not too long a time. 


The pottery industry in Hunan Province has a long history, There is very 
good traditional technology and there are good resources of good quality 
pottery clay. The present productive capacity is 450,000,000 pieces of 
pottery. Last year, 140,000,000 pieces were produced and exported, earning 
over U.S. $17,000,000, To utilize this foundation, Liling, Jiepai, Hong- 
jiang, Xinhua, Tongguan and Xiangying can be built into bases for pottery 
and export possessing each county's unique characteristics, The future 
direction of development is mainly to produce premium level products, sets 
of products, create brand name products, raise competitive ability and 


expand exports. 


These two provinces have a rich source of pig skins, But the rate of 
skinning is low and they have not been fully utilized. At present, the rate 
of utilization in Shandong Province has already reached 75.6 percent while 
Hunan and Hubei have only a 31 percent and 20 percent rate of utilization. 
Skinning 1,000,000 more pig skins and making leather products out of them 
can increase the value of production by 40,000,000 yuan with a profit of 
4,000,000 yuan and requiring a labor force of 4,000 people. Actively 
opening up various kinds of sources for hides to develop leather products 

is an important way to increase production. 
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The two provinces have a relatively good foundation in food grain produc- 
tion. In the future, the area of economic crops can be expanded according 
to plan, animal husbandry can be greatiy developed, and the rich resources 
of local and handicraft products in the mountain regions can be fully 
utilized, food industries such as canning, milk products and commercial 
drinks can be developed as well as other light industries, The Jingzhou 
area is the nation's key cotton producing area, Cotton plants can be 
suitably interplanted with barley and this favors increasing cotton 
production, Last year, the entire province produced 700,000,000 jin of 
barley. This is superior condition for developing molasses and beer 
production, 


The two provinces should also fully utilize the foundation of brand name 
traditional products such as Hunan embroidery, firecrackers, bamboo carving, 
bamboo sheets and products made of feathers, Handicraft and artistic 
products and memorabilia for tourists should be greatly developed to 

expand exports and earn foreign exchange, Generally speaking, the potential 
is great, the ways are many, the superiorities are plentiful, and developing 
light industry has a bright future, 


Joint Operations in Light Industry 


The situation in these two provinces is like that in many regions of the 
nation, Because insufficient attention was paid to economic results in 
establishing plants, coordination of specialization was neglected, dupli- 
cate manufacturing plants were set up and development was blind, Many 
"small and complete" manufacturing plants were set up, And with the 
addition of the massive development of commune and brigade industries, the 
conflict between small plants that use agricultural sideline products as 
raw materials and large plants in competing for raw materials has become 
more and more outstanding, Taking tanneries as an example, there are 

96 tanneries operating in 72 counties and cities in Hubei Province, There 
are even more if those operated by communes and brigades are included, 
There are only 13 that are included in the plans of the province's light 
industry bureau, The hide processing capability in Wuhan City requires 
2,000,000 pig skins a year. This year, plans are to obtain 800,000 pig 
skins from particular counties, and in one season only 27,000 pig skins 
were submitted, Because of insufficient work, 200,000 pig skins were 
accepted from Beijing City for processing, The emall tanneries not only 
compete with the large tanneries for raw materials, the technical and 
economic results are not the most favorable, One piece of pig skin can 

be cut into two to three layers at a big tannery, but at the small tanneries 
one pieee can only be used as one layer of leather because of their backward 
techniques and facilities, The quality is also poor, the cost is high, and 
in particular, the problem of pollution cannot be solved, There are also 
many small paper manufacturing plants, wineries, soap factories and 
plastics manufacturing plants that have the same problems, 


At present, some heavy industries and military and national defense 
industries utilize their surplus productive capabilities to produce light 
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industrial products for civilian use, After the financial system of each 
being responsible for his own was implemented, the enthusiasm towards 
establishing light industry by the localities also heightened because the 
localities wanted to increase monetary income, This served an important 
function in developing light industrial production and improving market 
supplies, But some new conflicts have also emerged. These are mainly 

the results of a failure to implement comprehensive balancing of supply 
and demand and to suit products to market needs, lack of unified planning, 
and the conflicts among production, supply ard sale became more outstanding 
and there was a certain blindness. In particular, those hot items of the 
market and products that earn a lot of profit «wh as electric fans, steel 
furniture, refrigerators, washing machines and the "three big items" have 
been seized by the rush of buyers. For example, three plants have been 
assigned to make electric fans in Hunan but actually there are 64 plants, 
Five plants have been assigned to produce steel and wooden furniture, but 
actually there are 66, The city of Wuhan in Hubei Province alone has 

35 plants making electric fans. 


Only by implementing coordination and joint operations well can the 
limited capital and raw material resources be rationally utilized to 
develop the greatest economic results, Therefore, suitability controls 
should be implemented for each profession, There should be unified 
planning and rational distribution so that city and village industries 
can be united, industry and agriculture can be combined, the military and 
the civilian industries can be combined, light and heavy industries can 
be combined, and the economic benefits of all sides must be taken into 
consideration to establish an appropriate economic policy to unite the 
strength of all sides. At present, the two provinces have implemented 
some preliminary measures: 


(1) Proportional distribution of surplus raw materials 


Hubei Province has implemented a basic quota system for commercial agricul- 
tural sideline products. Surplus is proportionally distributed. The quotas 
are fixed for 3 years of set each year. Surplus purchases of leather, wood 
and Chinese catalpa oil are divided between the province and the counties. 
The province gets 40 percent and the localities and counties get 60 percent. 
Surplus purchases of raw lacquer are also divided. The province receives 

60 percent and the localities and counties receive 40 percent. Surplus 
purchases of tung oil are evenly divided between the province and localities 
and counties. Surplus purchases of pig skin are divided with the province 
getting 30 percent and the localities and counties getting 70 percent. 


(2) Return of processed products 


To develop Hunan's tannery industry, mobilize the enthusiasm in skinning 
pigs for hide, assure presently operating tanneries have enough income, 
prevent localities and counties from blindly developing small tanneries, 
the province implemented a system to "distribute the profits from increased 
skinning, and processed leather is proportionally returned.“ This means 
that when the planned target is satisified, a portion constituting 30 per- 
cent is returned to the localities and counties, Seventy percent of the 


75 








surplus portion over the plan and submitted to the higher authorities is 
returned to the localities and counties to be used to develop local 
production of leather products, 


(3) Organizing coordination of specialization 


In Xiangfan City of Hubei, the light industry sector has set up a main plant to 
manufacture sewing. machines and industrial companiee to make clothes, 

shoes, hats and furniture, Work is divided according to the products 

being made and ccordination of specialization was organized to implement 
linked supply, production and sale, thus promoting development of production. 


(4) Implementing joint operations at three levels, 


Gouyang County of Hubei implemented joint operations at three levels to 
develop production of straw mats and separate accounting. Everything from 
planting the straw to selling of the finished products was organized into 
one continuous operation, The method involved the teams that planted the 
straw, the brigades that processed the straw roughly, the county that set 
up the main plant for refined processing, arrangement and packaging. 
Distribution of profits and income was realized by purchasing and selling 
activities. For example, selling one straw mat earns a profit of 60 cents, 
Generally, the team receives 29 cents, the brigade receives 20 cents, and 
the main plant receives 11 cents. This takes care of the benefits between 
industry and agriculture and between the towns and villages, and mobilizes 
the enthusiasm of the communes and brigades to plant straw for mats, and 
promotes the great development of production, This county will expand the 
area of planting of straw to 8,000 mu this year, which will enable it to 
produce 4 million straw mats, Of these, 160,000 “tatamis" can be produced 
to earn U.S.$1,500,000 of foreign exchange. 


Yichang area of Hubei Province implemented the method of joint operations 
in growing tea. Tea production was concentrated at the tea plants in 
Yichang County. Distribution of income and profit is 50 percent for the 
tea growers of the country, 30 percent for each county commune and 

20 percent for the tea plant. 


(5) Umiting the military and the civilian sectors well. 


Hubei has more military and national defense industries, To fully develop 
their function and to develop some of the local key light industrial 
enterprises as quickly as possible, the local party committee led the way 

to unite light industries and the military industries, Assigned 

coordination was implemented and good results were achieved. For example, 
when building the Xiangfan sewing machine plant, 28 enterprises were 

organized to support it. Amonp these, six were military industry plants. 

Only 2 years and an investment of 1,700,000 yuan were spent and the plant 

were completed and joined in production. Last year it produced 13,000 machines 
and this year it is estimated that it will produce 30,000 machines, 
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(6) Uniting the coastal and the inland regions 


Coastal cities not only provide technical support but also have implemented 
cooperative establishment of plants in various forms, For example, the 
Shanghai electrical porcelain plant originally shipped pottery clay from 
the Xianning area of Shanghai for processing, Five tons of pottery clay 
were needed to make 1 ton of product, Now it is cooperating with the 
county procelain manufacturing plant and electrical porcelain objects are 
locally produced and then shipped to Shanghai, At the same time, some 
other accessories are shipped from Shanghai to the Xianning area for 
installation, In this way, both plants have benefited, 


Promoting unity among light industries is « strategic policy to develop 
light industry. It must be done and it is necessary, In the future, the 
questions of how the series of problems in joint operations should be 
solved and how joint operations can be promoted while protecting competi- 
tion in the future should be continually and profoundly investigated and 
studied. Experiences in these aspects must be conscientiously summarised 
to realize continued development and promotion, 


The two provinces have also done a lot of concrete and very effective work 
regarding the questions of building agricultural sideline raw material 
bases for light industry well, strengthening the buildup of the leading 
groups and providing technical forces. 


The survey of the two provinces showed that the local leadership and the 
broad masses of staff and workers are greatly determined to develop light 
industry. Their spirit to work is high, and theyhave solved some new 
problems in practice and have accumulated a lot of new experience. The 
situation of the light industry in these two provinces is representative 
of the light industry of the nation, Their way of doing things has 
pragmatic significance in hastening the development of light industry, 
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INDUSTRY 


LOCALLY BUILT SYNTHETIC AMMONLA PLANT HAS SUCCESSFUL RUN 
Shanghai HUAXUE GONGYE [CHEMICAL INDUSTRY] in Chinese No 1, 1980 p 1 


[Article: "A 300,000-ton Synthetic Ammonia Facility Designed and Built By Our Own 
Efforts in Our Nation Has Successfully Taken in Raw Materials and Has Been Success- 
fully Test Run") 


[Text] The first construction project to produce 300,000 tons of synthetic ammonia 
and 240,000 tons of urea annually designed and built by our nation at the Wujing 
Chemical Industry Plant in Shanghai has successfully taken in raw materials ond has 
been successfully test run from 0045 hours on 23 December 1979 to 30 December 1979 
under the tender care of the Party Central Committee and the State Council and with 
the help from over 400 unite in sister provinces and cities in our nation. At 
present, synthetic am nia and pellet urea of acceptable quality have already been 
produced. 


This construction project is a large ecale synthetic ammonia installation possess- 
ing a technology level of the 1970's. It is built by our nation's working class 
which demonstrated the spirit of self reliance, and its construction started out 
from the actual situation in our nation and at the same time incorporated the ad- 
vanced experience of similar types of chemical fertilizer installations abroad. 
The high power turbine compressor, the large diameter synthesis tower and the 
large tube furnace and such equipment and instruments and meters are all products 
which have been manufactured on a trial basis for the first time in our nation. 
The success achieved in building this set of facilities indicates that our nation's 
electrical machinery, metallurgical, instruments and chemical industries have all 
progressed a big step forward. It has laid the foundation for future design anc 
manufacturing. 


The set of facilities still has to be perfected, firmed up and improved by conduct- 
ing more test rune and by taking in raw materials for processing to prepare the 
conditions for continuous operation over long periods. 
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CHEMICAL FERTILIZER TECHNOLOGY CONFERENCE HELD IN CHENGDU 
Shanghai HUAXUE GONGYE [CHEMICAL INDUSTRY] in Chinese No 1, 1980 p 1 


{[Article: "The Conference to Exchange Experience in the Introduction of Large 
Chemical Fertilizer Installations and Technology Sponsored by the Ministry of Chem- 
ical Industry Was Held in Chengdu, Sichuan") 


[Text] The conference to exchange experience in the introduction of large chemical 
fertilizer installations and technology sponsored by the chemical fertilizer de- 
partment of the Planning Bureau of the Ministry of Chemical Induetry was held from 
10 to 19 December 1979 in Chengdu, Sichuan Province. Forty-six units represented 
by over 220 representatives from production plants, design institutes, scientific 
research institutes, intelligence agencies and higher educational institutions par- 
ticipated in the conference. 


The conference received a total of over 120 technical papers, summaries of research 
work and investigative reports. Of these: 28 were on the technology of synthesiz- 
ing ammonia, 12 were on urea technology, 27 were on facilities, eight were on elec- 
trical equipment and instruments and meters, 42 were on water quality, and seven 
were production summaries. After the introduction of work experience and reading 
of these papers at the conference and at the meetings on specific fields, the 
representatives unanimously agreed that the summaries, investigative reports and 
papers on specific topics presented at the conference linked theory with the actual 
situation and were profound yet easily understandable and they all possessed a 
definite level of sophistication. For example, the summary of operating and manag- 
ing well the large chemical fertilizer installations introduced into Chuanhua, 
Canghua and Liaohe centered around grasping tne rate of operation and pointed out 
clearly the direction of management of large scale production of chemical fertil- 
izers. Papers on “Treatment of Surfece Chemicals" presented by the Tianjin Chem 
ical Industry Research Institute, the "General Survey of Fungi and Algae and the 
Screening and Selection of Bactericides" of the Nanjing University, “Analysis of 
Erosion of the Second Boiler and the Study of the Bower Ring” of the Chemical Indus- 
try Machinery Research Institute of the [Chemical Industry] Ministry, and “Mate- 
rials for High Temperature Furnace Pipes" of the Dalian Engineering Academy can 

all serve to guide production. The conference decided to compile these sumaaries 
and papers in one speciel edition for learning, use and further study by the broad 
masses of workers and engineers and technical personnel. 


During the conference, the participants heard the reports of the inspection tours 
to Japan and Romania by Chuanhua chief engineer, Comrade Yin Xuejin [1438 1331 6651) 








and Comrade Cao Hengwu [2580 1854 2975] of the chemical fertilizer department of 
the Minietry of Chemical Industry. Their reports were lively and practical. The 
reports broadened the knowledge of the participante at the conference and inepired 
them. The participants also visited Chuanhua production facilities and the large 
repair and maintenance site. Everyone unanimously agreed that thie conference was 
a good and a successful one. It will push forward in an important way future ef- 
forts to further operate and manage well the introduction of large chemical fer~- 
tilizer installations, to raise the rate of operation of the installations and the 
economic results of technology, and to raise the technological level and the man- 
agement level of the entire chemical fertilizer industry. 


At the end of the conference, Comrade Kuang Yongtai [0562 3057 3141) of the minie- 
try's chemical fertilizer department gave a detailed summary of the major achieve- 
ments and experience obtained from the introduction of large chemical fertilizer 
installations since the time they went into production, the existing problems at 
present and the work for 1980. It is hoped that representatives of the plants will 
take the spirit of this conference back with them, give a summary report to the 
party committees and concerned leadership, and pass on the information to al! staff 
and workers. it is also hoped that the actual situation of each of the unite can 
be combined with the new information to draw up measures for implementation and 
practice and to arrange and plan the work for next year. 
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INDUSTRY 


PZ38 DC DIGITAL VOLTMETER NEWLY PRODUCED 
Shanghai DIANZI JISHU [ELECTRONIC TECHNOLOGY) in Chinese No 4, 1980 p 45 


{Article by the Shanghai Electrical Meters Plant: “Introduction to a New Product 
PZ38 DC Digital Voltmeter") 


[Text] The PZ38 DC digital voltmeter is a new product of the Shanghai Electrical 
Meter Plant. It ie shown on Cover 4. It is a portable integrated digital meter, 
and can be used to measure 0--100 volte of DC voltage. The results of measurement 
are indicated directly by a polarity symbol and five-digit decimal number. It can 
be used by production departments, laboratories and units that take measurements 
for precise measurements of DC voltage and it can also be combined with correspond- 
ing converters for convenient numerical measurements of non-electrical quantities 
such ae weight, pressure, temperature, light, acidity and salinity and many others. 


The P238 voltmeter uses a medium scale digital integrated circuit and an integrated 
computation magnifier encased in an all-plastic case. Measurements are accurate 
and speedy. Ite functions are stable and reliable, it is light and maneuverable, 
and is convenient to use and repair. 

Technical Specifications 

Range of measurement: 0--19999 

Accuracy: * 0.02% (read out), * 0.01% (full ecale); 

Sensitivity: 10 microvolts; 


Input impedance: 1 kilomegaohms; 


Suppression capacity: Seria) mode 40 decibels; 
Symbiotic mode 100 decibels; 


Operating epeed: Twice/seco: 
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Exterior dimensions: 200 x 80 x 250 (millimeters); 
Weight: 1.5 kilograa. 
Design Characteristics 


The product is composed of two parte, the input magnifier and the “mode-digital" 
converter. The input magnifier uses a chopped mode sero-stable form assisted by a 
"“sampling-maintenance” technique, effectively reducing the zero drift of the mag- 
nifier, thus the entire machine's zero stability is good. After switching on the 
machine, warm-up is generally not required for resetting and it is assured that 
the zero position will not change after long periods of operation. 


The “mode-digital” converter uses the improved double integration principle. It 
uses a “preset zero selection’ technique to effectively overcome the nonlinearity 
of minute readings inherent in the double integration “mode-digital" conversion. 
The "mode-digital"” converter's base uses stable flowing computation technique, and 
with a suitable selection of the technology for the base tube, the entire machine's 
full scale stability hae been greatly raised. Therefore, when in use, it generally 
does not require readjustment of the base for accurate and precise readings. 


The product is light in structure and beautifully designed. The entire machine 
has only two printed circuit boards. Readjustments, repair and inspection can be 
done simply by removing the top and bottom cover plates. 
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IN DUS TRY 


LIAONING MODEL MINING TEAM EXPOSED AS FRAUD 
$K182559 Shenyang Liaoning Provincial Service in Mandarin 2200 GMT 15 Oct 80 


[Text] According to LIAONING RIBAO, the Scientific and Technical Association of the 
Anshan Metallurgy and Mining Company supports the current views of scientific and 
technical personnel and enables them to make better contributions to the cause of the 
four modernizations. 


At the beginning of last year, four scientific and technical personnel, including 
(Niu Chengjun), instructor at the mining department of Dongbei Engineering Institute, 
said *hat the "Dragon Team" headed by Wang Junshao was “smal) end complete" and could 
not « ck efficiently. (Xu Li), engineer at the Mining Designing Institute, (Fang 
Dache..g) of the scientific and technical section of the mining company, and three 
other engineers believed that the imbalance in lead and copper production in the 
Gongchangling Iron Mine was a result of the indiscriminate excavating and stripping 
by the Wang Junshao team. They contended that the lead production would have not 
been so low if the new transverse excavating and stripping technique had been enm- 
ployed in excavating lead in the (Wumu) area of the Gongchangling Iron Mine. 


At that time, it was taken for granted that these views would not be accepted. But 
the scientific and technical association of the mining company lended strong support 
to the scientific and technical personnel's views. Following a thorough investiga- 
tion, six engineers at the company compiled a report exposing Wang Junshao's decep- 
tion and flouting of science in handling manpower, equipment and consumption. This 
drew the attention of the mining company's party committee. 


In March 1979, teams following the Wang Junshao style were dismissed. Meanwhile, 


the company's party committee adopted the new mining technique proposed by (Xu Li) 
and others. The balance in lead and copper production has been virtually restored. 
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LN DUS TRY 


NEW AFFORESTATION MACHINERY--Six varieties of afforestation machines specially for 
northwest China's sparsely populated desert areas and Loess highland have been 
turned out by the Chinese Academy of Forestry Science in cooperation with other re- 
search institutes. Used for ditch digging, ridging, cultivating, sapling transplant- 
ing and other operations, these machines of simple structure have proved highly ef- 
ficient during trial use. [Beijing XINHUA in English 1205 GT 18 Oct 80) 


QINGHAI LIGHT INDUSTRY--Xining, 5 Oct (XINHUA)--Qinghai Province has 
vigorously developed its light and textile industry by exploiting ite 
rich local pastoral resources. Exports of carpets, woolen cloth, 
shoes and other products in the first 8 months of 1980 increased 
25-200 percent compared with the same period of last year. The 
province annually turns out more than 32 miilion jin of sheep wool, 
more than 3.5 million pieces of cattle, sheep and goat hides, and 
large quantities of goat and camel wool, milk and animal bone. The 
Qinghai fine: »clen textile mill is a modern production unit which 
annually turns out 2.42 million meters of fine woolen cloth. 
[Beijing XINHUA Domestic Service in Chinese 0346 GMT 5 Oct 80 OW) 


HUNAN ELECTRONIC INDUSTRY--Hunan Province's electronic industry 
development is still unsatisfactory. Regarding this, the Hunan station 
reporters interviewed some experts and the HUNAN RIBAO carried a short 
commentary. The short commentary said: The opinions of the experts 

on developing electronic industry in Human Province are very valuable. 
We must popularize coordination between scientific research and produc- 
tion in order to change the backward situatioy. Local departments must 
study the experts’ opinions and organize coordination between scientific 
research and production. They gust work in accordance with local 
conditions and bring their superiority into play in order to increase 
ei* tronic production in Human Province. [Changsha Human Provincial 
Service in Mandarin 2315 GMT 28 Sep 80 HK) 


JLANGSU ELECTRONIC INDUSTRY--A trade fair of electronic products is 
being held in Nanjing Municipality. According to the director of the 
Jiangsu Provincial Electronic Industry Bureau, there are some 400 
factories and more than 100,000 workers in the electronic industry in 
Jiangeu. (Nanjing Jiangsu Provincial Service in Mandarin 1100 Qi 

7 Oct © WW) 








CIVILIAN GOODS SUPPLY MEETING--Beijing, 14 Oct (XINHUA)-—-From 6 to 12 October a meet- 
ing was held in Xinxiang, Henan, between the Fifth Ministry of Machine Building and 
the Ministry of Commerce to discuss the 1981 orders for civilian goods to be sup- 
plied by the former's various units. Since last year many units under the Fifth 
Ministry of Machine Building have used their surplus capacity to make products for 
civilian use. According to the orders placed by the departments of the Ministry of 
Commerce, next year the units under the Fifth Ministry of Machine Building wil] pro- 
duce 640,000 bicycles, 400,000 sewing machines, 400,000 table clocks, 170,000 light 
motorcycles and 2.8 million electric meters for household use. The total output value 
of goods for civilian use to be produced in 1981 will be about 40 percent more than 
this year. [0W200547 Beijing XINHUA Domestic Service in Chinese 1153 GMT 14 Oct 80) 


INCREASE IN TEXTILE OUTPUT--Beijing, October 11 (XINHUA)—The output value of China's 
textile industry in the first three quarters of this year came to 49,365 million 
yuan, a 26.6 percent increase over the same 1979 period, the Chinese Ministry of 
Textile Industry announced here today. Output of ten major products topped the 
January-September production plan and their increases range between 13.3 and 43.9 
percent over the same 1979 period. The industry produced 322,800 tons of chemical 
fibres, representing 89.66 percent of the annual plan and a 43.98 percent increase 
overthe same 1979 period. It also produced 2.18 million tons of cotton yarn-— 

85.43 percent of the annual plan and an increase over the same period last year of 
13.36 percent--and |°,141 million meters of cotton cloth, 86.68 percent of the an- 
nual plan and an increase of 14.29 percent. Since the beginning of this year, exhibi- 
tions have been held in many textile centers to test the requirements of customers. 
[Text] [OW111342 Beijing XINHUA in English 1208 GMT 11 Oct 8) 


FUJIAN LIGHT INDUSTRIAL PRODUCTION--Development of light industry has 
been relatively rapid in Fujian this year. Between January and August, 
the provincial light industrial departments fulfilled 70 percent of 
the year's production plan, representing an increase of 20 percent 
over the same period in 1979. Fujian Province has given priority to 
light industry for fuel, raw materials, capital and electricity supply. 
Thus, the growth rate of light industry exceeded that of heavy 
industry. [Fuzhou Fujian Provincial Service in Mandarin 1035 GMT 

20 Sep 80 HK) 


JIANGXI TEXTILE INDUSTRY--levelopment of the textile industry has been 
rapid in Jiangxi Province and the textile industry received priority 
in raw material supplies. This year, Jiangxi textile industrial 
production is expected to increase by 18 percent over 1979. From 
January to August 1980, the total production value of the textile 
industry increased by 44.7 percent over the same period in 1979. 
Textile production now comprises 10 percent of all industrial produc- 
tion for the entire province as opposed to previous figure of 8.7 per- 
cent. (Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 

19 Sep 80 HK) 


REGIONAL PLANTS PRODUCTION—-A forest chemical works in Hunan Province, central China, 
has begun serial production of disproportional rosin, a material widely used in de- 
fence, electronics and light industries. China is the second largest rosin producer 
in the world. It used to export rosin cheap but import disproportional rosin at 
high prices. [Beijing XINHUA in English 1205 GMT 18 Oct 80) 
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CONS TRUCT LON 


BRIEFS 


HOUSING CONFERENCE--On 8 October, the State Urban Construction Bureau 
held in Hangzhou, Zhejiang, a conference for investigating the criteria 
for distributing and controlling urban houses, attended by representa- 
tives of housing and real estate departments as well as architectural 
design units from a dozen provinces and municipalities. Despite the 
large numbers of houses built throughout China in recent years, the 
supply of houses still cannot meet the demand and the masses’ housing 
condition is still poor. The conference was designed to solicit opin- 
ions from the participants on the basis of the Investigations of housing 
distribution in their respective localities and to work out criteria for 
distributing and controlling houses in keeping with the present state of 
production and living standard in China. [Hangzhou Zhejiang Provincial 
Service in Mandarin 0400 GMT 9 Oct 80 OW] 
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DOMESTIC TRADE 


BRIEFS 


XINJIANC TRADE COMPANY—-Vrumqi, 15 Oct (XINHUA)--In September of this year, a joint 
venture, called Xinchenyg Trade and Trust Company, was established by the Shihezi 
agriculture-industry-commerce complex and the new city district of Urumqi Municipal- 
ity, Xinjiang. The Shihezi agriculture-industry-commerce complex, the first euch big 
complex established in China, handles over 400 varieties of commodities from grain to 
textiles. The new city district of Urumqi has a population of some 170,000 and is a 
center of government offices and industrial plants. Since the original commercial 
facilities could not meet the city's increasing demands, the new company was estab- 
lished as a direct channel to supply goods from Shihezi to the local market. Be- 
sides numerous retail stores, the company aleo runs restaurants, hotels, garment 
factories and food-processing plants to fill the local people's requirements. [Bei- 
jing XINHUA Domestic Service in Chinese 0724 GMT 15 Oct 80 OW] 
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FOREIGN TRADE 


PROVINCES, MUNICIPALITIES TO MANAGE OWN EXPORTS 
HK150207 Hong Kong WEN WEI PO in Chinese 15 Oct 80 p 1 


{[Report: “The Great Majority of Provinces and Municipalities Will 
Manage Their Own Exports Beginning 1 January") 


[Text] Due to the reform of China's foreign trade system, the great 
majority of provinces, municipalities and autonomous regions will manage 
their own export business beginning next 1 January. ZHONGGUO XINWEN SHE 
revealed this in a 14 Octvber report on the completion of preparations 
for the autumn export commodities fair. For this reason, the number of 
provincial, municipal end autonomous regional foreign trade personnel 
attending this fair will be much greater than on previous occasions. 


In an interview with a ZHONGGUO XINWEN SHE reporter on the eve of the 
opening of the fair, Zheng Shaokang, deputy director of the fair and 
concurrently its secretary general, said: "The Chinese export commodi- 
ties fair is a major foreign trade form suited to China's characteris- 
tics, and the volume of export business done at the two annual fairs 
accounts for a considerable proportion of the country's total income 
from exports. We will continue to hold these fairs, and they will be 
held on an ever larger scale and with ever greater success." 


Zheng Shaokang (?said that) China is carrying out reforms of its foreign 
trade system. Under the premise of unified policy, prices and plans and 
arrangements for customers and markets, we will appropriately expand the 
control over foreign trade by the localities and a number of industrial 
departments. The various localities and the departments concerned will 
make use of the export commodities fairs to promote business, so there 
will certainly be no weakening of the role played by these fairs. 


Speaking of the situation at the current autumn fair, Zheng Shaokang 
said, the Guangzhou Foreign Trade Center issued invitations to customers 
throughout the world at the end of [words illegible] response was 
enthusiastic. There are still many businessmen requesting invitation 
cards. 
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FOREIGN TRADE 


SHANGHAI ENGINEER QUESTIONS BLIND IMPORTING OF EQUIPMENT 
OW151509 Shanghai City Service in Mandarin 1130 GMT 14 Oct 80 


[Text] (Shi Zhiming), deputy chief engineer of the Shanghai Dalong 
Machinery Plant, recently wrote a letter to the editorial department 
of SHIJIE JINGJI DAOBAO [GUIDE TO WORLD ECONOMY]. In his letter, (Shi) 
reported: Baoshan Steel is blindly importing equipment for manufactur- 
ing drill rod couplers. The import will endanger the existence of an 
old plant with rich technical experience. He called on the leaders of 
the Ministry of Metallurgical Industry to immediately stop importing 
the equipment. 


The letter said: The Dalong Machinery Plant began manufacturing drill 
rod couplers for oil drilling in 1954. Our plant undertook the entire 
process of manufacturing—steel smelting, forging, heat treatment and 
finishing--and has turned out products with a whole set of different 
specifications and designs, while maintaining uniform quality. Our 
products are interchangeable with imported drill rod couplers. Over the 
years, more than 90 percent of the drill rod couplers used by all oil- 
fields throughout the country were supplied by our plant, the quality 
of which has been highly appraised. At present, our plant is capable 
of meeting the needs for drill rod couplers both in quantity and quality 
for oil drilling in the next few years. 


While the products in our own country can fully meet the needs, Baoshan 
Steel has signed a contract with a foreign source to import a complete 
set of No 140 tube rolling machinery. This set of machinery will cost 
$245 million in foreign exchange, of which $8.5 million will be spent 

on importing machinery for producing drill rod couplers. Besides, it is 
also necessary :o spend 11 million yuan in domestic funds in this regard. 
The set of machinery will be capable of producing 170,000 pairs of drill 
rod couplers annually. This production capacity will far exceed the 
actual demand of our country's oilfields in the near future. 


Not long ago, “he parties concerned of the Ministry of Petroleum Industry 


informed us that supply from the Dalong plant will be discontinued by 
1982 when Baoshan Steel begins manufacturing drill rod couplers. Under 
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these circumstances, production at our plant's three workshops with more 
than 2,000 workers will be drastically reduced or totally suspended. We 
believe that it may be absolutely necessary to import advanced tech- 
nology in the course of our socialist modernization. However, Baoshan 
Steel's total neglect of the exieting production capacity at home and 
the actual needs of the oilfields means a blind action to utterly waste 
the state's foreign exchange. What good will such blind action do to 
our four modernizations? 
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FOREIGN TRADE 


BRIEFS 


SHENYANG FOREIGN TRADE--By the end of Septembc:, the Shenyang Foreign Trade Bureau 
had prefulfilled its annual procurement p!an of export goods by 3 months. The tota! 
volume of purchase reached some 299 #1’ lion yuan, an increase of 57.7 percent over 
the corresponding 1979 period. [Shenyang Liaoning Provincial Service in Mandarin 
1100 GMT 15 Oct 80 SK] 


TIANJIN FOREIGN TRADE HANDBOOK——HANDBOGK ON FOREIGN TRADE KNOWLEDGE will soon be pub- 
lished by the Tianjin Science and Technology Publishing House and distributed by var- 
ious branches of XINHUA bookstores in the country. The handbook, compiled by profes- 
sors and lecturers of the foreign trade department of the Tianjin Finance and Eco- 
nomics Institute, contains more than 1,000 entries covering foreign trade terms, 
systems, policies and regulations. [Beijing Domestic Service in Mandarin 0900 GMT 

14 Oct 80 OW] 
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TRANSPORTATION 


CONSTRUCTION COMPANIES FILL CONTRACTS IN FOREIGN COUNTRIES 
Beijing CONGREN RIBAO in Chinese 26 Jul 80 p } 


[Articie by Yu Yuetang [0205 2588 5364): "The China Highway and Bridge 
Construction Company and the China Harbor Construction Company Actively 
Construction Work for Foreign Nations") 


{Text} The China Highway and Bridge Construction Company and the China 
Harbor Construction Company have actively begun to contract for foreign 
construction projects. They have increased the state's foreign exchange 
earnings and aleo atrengthened friendly cooperation with foreign nations. 


The China Highway and Bridge Construction Company was founded in February 
of last year, mainly engaged in contraccing foreign projects to survey, 
design and build highways, city streets, bridges, tunnele, airfields and 
houses. For more than a year, this company contracted over 20 engineering 
projects in 1] nations and regions in Arabia, including the Yemen Republic 
and Iraq. Over 500 technicians and construction personnel vere sent 
abroad. Eleven projects have been completed, including the Yemen Republic's 
palace aircraft hanger. After the completed projects were handed over, 
the users were satisifed., Recently, this company contracted and has begun 
to build the fourth bridge in the town of Mosuer in Iraq. In addition, 
cooperative construction contracts have been signed with over 30 nations, 
including France, Japan and Italy. 


The China Harbor Construction Company was established in February of this 
year, mainly contracting work to study, survey test models, design and 
construct shipyards, inner harbors and dredging passages for ships. Since 
es*ablishment of this company, it has already constructed a ship repair 
wharf and ship repair dock for 300,000-ton class ve -ele in Malta, 
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TRANSPORTATION 


NEW OVERPASS IN EAST BEIJING--Beijing, October 15 (XINHUA)=-A new overpase opened to 
traffic today in east Beijing. It ie part of the number 2 city centre ring road, 
being built along the line of the old city wall and linking the city with the capital 
airport and the eastern suburbs. The overpass, one of aix built eo far on the ring 
road, is expected to carry 130,000 vehicles a day. Three more overpasses are under 
construction on the ring road which should be ready by the end of thie year. The 
road will do much to relieve the traffic jams that have become a headache for Beijing 
Municipal authorities since the 1970's. The city's bicycles and motor vehicles have 
more than doubled since 1966 but only 19 kilometres of new highways were built be- 
tween 1966 and 1975. The effect of this is most obvious in the central Changan Boule- 
vard where driving speeds hove been cut by traffic pressures from 50 kilometres per 
hour in the 1950's to 30 kilometres at present. The 100 kilometres of highways 

built since 1976 have only kept up with the growth of vehicular traffic. Among the 
other major road projects is an outer ring road on the outekirte of Beijing. The 
round-city subway, when completed, will follow the route of the No 2 ring road. 

Many old roads have been widened in recent years, including the south city's major 
Qlansanmen Street, which rune parallel to Changan, and two major streets running 
across them. With more than three million bicycles, the city has now provided bi- 
cycles lanes on most major roads. [0W151229 Beijing XINHUA in English 1216 @#T 

15 Oct 80) 


FIRST 60—-CHANNEL CABLE——Jiangsu's firet 60-channel, long-distance, lead-covered 
underground cable, running from Nanjing to Yangzhou, was completed and went into 
operation on 17 September. More than 70 kilometers long, thie cable is a key link 
between Nanjing, Yangzhou, Nantong, and other counties and cities. The circuit 
capacity is now three times what it was before, making it much easier to handle 
the numerous long-distance calls. [Excerpt] [Nanjing XINHUA RIBAO in Chinese 

18 Sep 80 p 1) 
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